DOCUMENTS EXPEDITING PROJECT 
[COMMITTEE PRINT] 


85TH CONGRESS 
1st Session } SENATE 


FUTURES TRADING ON THE 
WOOL AND WOOL TOP EXCHANGE 


A STAFF STUDY DEALING WITH VOLUME 

OF TRADING IN THE FUTURES MARKET, 

COMMITMENTS OF TRADERS, PRICES, AND 
OTHER FACTORS 


MARCH 12, 1957 


Printed for the use of the Committee on Agriculture and Forestry 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1957 











COMMITTEE ON AGRICULTURE AND FORESTRY 
ALLEN J. ELLENDER, Louisiana, Chairman 


OLIN D. JOHNSTON, South Carolina GEORGE D. AIKEN, Vermont 
SPESSARD L. HOLLAND, Florida MILTON R, YOUNG, North Dakota 
JAMES O. EASTLAND, Mississippi EDWARD J. THYE, Minnesota 
HUBERT H. HUMPHREY, Minnesota BOURKE B. HICKENLOOPER, Iowa 
W. KERR SCOTT, North Carolina KARL E. MUNDT, South Dakota 
STUART SYMINGTON, Missouri JOHN J. WILLIAMS, Delaware 
HERMAN E. TALMADGE, Georgia ANDREW F.SCHOEPPEL, Kansas 


HARKER T. STANTON, Counsel 
Henry J. Casso, Economist 
Cotys M. Mouser, Chief Clerk 
JAMES M. KENDALL, Assistant Chief Clerk 
Betty M. Mason, Clerical Assistant 
BLANCHE M. O’BERG, Clerical Assistant 
HELEN A. MILLER, Clerical Assistant 








LETTERS OF TRANSMITTAL 


Marc 12, 1957. 
To Members of the Senate Committee on Agriculture and Forestry: 

For the information of members of the committee and others, there 
is transmitted herewith a staff study on the wool and wool top futures 
market. 

This report provides factual information on several aspects of the 
futures market, with particular reference to volume of trading, specula- 
tive and hedging commitments, prices, and other factors pertinent to 
trading activity. 

ALLEN J. ELLENDER, Chairman. 





Marcu 12, 1957. 
Hon. Atten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear Senator ELLeENDmER: Pursuant to your request, based upon 
the recommendation of Senators Frank A. Barrett and Joseph C. 
O’Mahoney, of Wyoming, a staff study on the wool and wool top fu- 
tures market has been completed and is submitted herewith. 

The staff received full cooperation from the Department of Agri- 
culture, the Wool Exchange, and members of the wool industry in 
furnishing much of the information upon which this report is based. 


Henry J. Casso, Staff Economist. 
mm 
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FUTURES TRADING ON THE WOOL AND WOOL TOP 
EXCHANGE 


CoNCLUSIONS AND RECOMMENDATIONS 


The data presented in the study, including comments by the 
several segments of the industry, suggest several areas wherein addi- 
tional information appears to be desirable. This could be obtained 
through further study by the committee or by the Department. of 
Agriculture. 

Specifically, these areas have to do with the size of the futures 
market and implications thereof, and the degree of concentration in 
both the futures and spot markets. These are interrelated problems 
and affect all segments of the wool industry. 

Volume of trading on the futures market has decreased substantally 
in recent years and in 1956 amounted to about 70.5 million pounds for 
wool and 88.2 million pounds for tops. 

Many complain of the relative thinness of the market and maintain 
that such a market lends itself to manipulation. While a thin market 
is more susceptable to manipulation, there is no evidence of recent 
attempts at manipulation. However, the Commodity Exchange 
Authority did in past instances apparently feel that the action of cer- 
tain companies or individuals was questionable, if not in violation of 
its regulations. Two cases are presented below: 


Summary or CEA Docker No. 25, Secretary or AGRICULTURE v. NicHots & 
Company, INC., ET AL. 


In February 1941, the Secretary of Agriculture issued a complaint charging 
that Nichols & Co., Ine., manipulated the October 1940-wool top future and 
refused to submit pertinent records to our representatives for inspection; that it 
controlled the partnership of Nichols & Co. and used it as the means for taking the 
opposite side of customers’ orders; and that the partnership had offset orders from 
customers against orders from other customers. After the hearings and oral 
argument, Assistant Seeretary Hill found that the evidence did not support the 
chage of manipulation, but sustained the remaining charges, and included in his 
findings that the orders offset by the partnership were executed by outery in the 
ring. He entered an order on December 29, 1941, suspending the registration of 
the partnership for 90 days but imposing no sanctions upon the corporation. 

In its decision dated November 19, 1942, the United States Cireuit Court of 
Appeals for the First Cireuit held that the Secretary was in error in punishing the 
partnership for the wrongs of the corporation. In effect, the court held that the 
partnership had violated the act by offsetting orders, even if by outery in the 
ring, for the reason that they were not executed in accordance with regulation 1.39 
which the Secretary had provided as the only means by which orders could be 
matched without violating the act. 

In ruling that it was error to punish the partnership for the wrongs of the 
corporation, the court was unable to decide from the record if the Secretary would 
have suspended the partnership for 90 days based alone on the violation of off- 
setting; therefore, the case was remanded to the Secretary for further proceedings 
not inconsistent with the court’s ruling. 

The court granted the motion of Nichols & Co. for reargument of the issue of 
offsetting. Upon reconsideration the court reversed its previous opinion with 
respect to offsetting of orders, and on July 9, 1943, set aside the order of the 
Seeretary of Agriculture of December 29, 1941. 
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REPORT OF THE ADMINISTRATOR ON THE Wool-Top MARKET, 1949 


In view of tne abrupt break in wool-top futures prices of approximately 11 
cents a pound on March 16 and 17, 1949, a special survey was made by the CEA 
of all transactions and positions of traders in the market on those dates. The 
survey showed that the market had great difficulty in absorbing the liquidation of 
heavy speculative lines which had been built up over the preceding months by 
two large speculators. The hasty selling out of their positions was the principal 
factor in the break in prices. 

The survey showed that the total number of traders in the wool-top futures 
market was small. As of March 16 there were only 208 traders in the market, the 
accounts of 144 being reported as speculative and 64 as hedging. 

Total open contracts in the market on March 16 amounted to 5,895,000 pounds. 
The holdings of speculators were 3,375,000 pounds on the long side and 2,710,000 
short, accounting for 57.2 percent, respectively, of the total long and total short 
commitments. The speculative interest was concentrated in a few large accounts, 
4 large speculators holding 55.9 percent of the total speculative positions long, and 
2 large speculators holding 41.1 percent of the total short speculative interest. 

The accounts reported as hedging amounted to 2,520,000 pounds long, or 42.8 
percent of total long positions, and 3,185,000 pounds short, or 54.1 percent of 
total short contracts. Residents of Massachusetts and New York held the largest 
proportion of both speculative and hedging accounts. 


With respect to concentration in the market, the Department of 
Agriculture in a 1941 study entitled “Trading in Wool Top Futures” 
pointed out (pp. 62 and 63) that— 


One further aspect of the concentration was found in the role played by 2 
large top makers. The 2 top makers were among the largest 3 participants in 
trading and delivery and also among the largest 3 holders of positions on a number 
of dates. They were also among the largest 3 clearing members and the largest 
3 futures commission merchants. Because of their important position in the 
market for spot wool and tops and the magnitude of their house and customers’ 
operation in futures, knowledge of the market situation was available to them to 
an unusual degree. 


Top makers as a class have certain advantages over most other trade in- 
terests. * * * They have accurate information on conversion costs * * * The 
undue advantage held by top makers * * * would presumably be reduced in a 
futures market in which trading was conducted in wool rather than wool tops. 


In a later survey by the Department (1954) it was pointed out with 
reference to wool that— 


* * * four futures commission merchants had 25 or more accounts per firm. 
These four firms carried more than half of the positions on both the long and the 
short side of the market. While in the case of wool tops, 3 firms with 35 or more 
accounts each carried 238 accounts and approximately half of both long and 
short open contracts in wool tops * * * 

It was not indicated if these commission merchants were in any 
way connected with the wool or top trade. However, in September 
1956, several members of the clearinghouse were connected with the 
trade, although no information on their importance is available. 

Although the reports by the Department of Agriculture on con- 
centration are from studies in previous years, it is not inconceivable 
to assume that the trend has continued and perhaps even intensified 
in the intervening years. Many complaints of woolgrowers, dealers, 
and others, which are included in this study, have to do with the 
dominance of certain organizations in the industry. 

Following is a comment which seems particularly pertinent and, if 
true, reveals practices which may be unlawful, but in any case are 
inimical to the interests of the industry. 

In our opinion, this has been due to a phenomenon which we refer to as the 


“hidden tariff.”” For most of our customers, the tariff protection approved by 
law has been entirely insufficient for the maintenance of our American living 
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standards, in the North or South. Many mills have been liquidated, greatly re- 
ducing our collective capacity to consume raw wool. As the demand for do- 
mestic wool became less and less, it became evident that the only way to sell any 
appreciable amount of wool under the cireumstances would be to work with the 
few remaining mills with respect to price. The difference between the lower 
prices for domestic wool which resulted and world price levels represents what 
we have called the “hidden tariff.”” Its amount at any given time is clearly indi- 
cated by the relative prices of domestic top and generally similar Australian or 
Cape tops. Without this protection, there would be even fewer producing units 
left in the industry. 

It is our opinion that the loss of this ‘‘hidden tariff’ protection now, threatened 
by the current squeeze on domestic wool supplies, will cause further severe liqui- 
dation in the worsted industry in the coming months. The serious social and 
economic effect of the loss of these jobs is bad enough; but the collective effect 
of this overliquidation of our industry on national security is another important 
aspect which cannot safely be ignored. 


FUTURES TRADING 
ON THE WOOL AND WOOL TOP EXCHANGE 


FOREWORD 


The purpose of this report is to provide background information 
oe the operation and function of the wool and wool-top' futures ex- 
change. 

Specifically, the report deals with the size of the market, as indicated 
by volume of trading and other criteria; the positions of reporting and 
nonreporting traders, futures prices, and other factors. In addition, 
comments on the market were solicited from growers’ organizations, 
dealers, and manufacturers and are included herewith. 


THE NEW YORK WOOL EXCHANGE 


Trading in contracts for future delivery of wool and wool tops is 
conducted on the New York Wool Exchange, the only market of this 
kind in the United States. The exchange is operated by Wool 
Associates of the New York Cotton Exchange, Inc., an organization 
formed, as the name implies, by members of the New York Cotton 
Exchange. 

The function of the exchange is to provide the facilities and services 
necessary for orderly trading in futures contracts. In addition, the 
exchange also determines the rules and regulations? under which 
trading is conducted. 

There are two types of exchange members; namely, class A and 
class B. Members of the cotton exchange are automatically class A 
members of the wool exchange and as such have certain privileges not 
enjoyed by class B members. These include the prerogatives of 
executing trades on the floor of the exchange and of becoming mem- 
bers of the clearing association. Both types of members, however, 
enjoy reduced commission rates, this being the chief advantage of 
class B membership. The number of class B members of Wool 
Associates is limited to 150, while the number of class A members 
includes all members of the New York Cotton Exchange. 

Trading in wool tops futures contracts was begun in 1931 and for 
wool in 1941. Provisions of the Commodity Exchange Act, however, 
were not made applicable to wool tops until 1938, and for wool in 1954. 


1 Wool that has been scoured, carded, and combed in preparation for spinning into worsted yarns is called 
wool tops. 

2? Bylaws and Rules—Wool Associates of the New York Cotton Exchange; Cost of Delivering and Re- 
ceiving Wool Tops and Wools, August 1, 1956; and Handbook for Delivering and Receiving Wool and Wool 
Tops on Contract, Wool Associates of the New York Cotton Exchange. 


89554—57——2 
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SIZE OF THE MARKET 


A broad futures market is extremely desirable, not only from the 
standpoint of registering prices which reflect actual demand-supply 
condition for the commodity, but also from the standpoint of maintain- 
ing the integrity of the market and the confidence of the industry in its 
operation. 

A broad market usually can absorb quickly heavy buy or sell orders 
with minimum effect on prices; on the other hand, under ordinary 
conditions, heavy buy or sell orders in a thin market are likely to 
affect prices unduly. In addition, a thin market is more susceptible 
to attempts at manipulation. 

There is no criterion which establishes absolutely that a market is 
broad or thin; however, there are some indicators that establish the 
relative size of a particular market. These are volume of trading, 
data relating to total open contracts, and various other comparisons. 
Volume of Trading 


Data relating to volume of trading are presented in this section in 
three different w ays. First, annual volume of trading data were 
assembled in order to show the changes which have occurred in the 
wool and wool top futures markets over the past 10 years. Second, 
the average number of trades consummated daily are shown for the 
period March 1955 through September 1956. These data were as- 
sembled in order to show market activity on a daily basis. And 
third, are presented midmonth open contracts, and other comparisons. 
These data also are an indication of the relative size of the market. 

Volume of trading is important because it indicates market activity. 
When year-to-year comparisons are made, these data clearly indicates 
the relative expansion or contraction of the market. 

The annual volume of trading during the 1947-51 period averaged 
72,463,000 pounds for wool and 62,417,000 pounds for wool tops. 

In 1952 the annual volume of trading in both wool and wool tops 
was higher than in any other year during the 10-year period. Trading 
in wool was over 3% times the 1947-51 average and amounted to 
245,808,000 pounds. Activity in the wool-top market also showed a 
marked increase in 1952. Volume of trading amounted to 169,845,000 
pounds, or over 2% times the earlier period (table 1). 

In 1953, however, volume of training declined substantially to 
109,374,000 pounds for wool and to 111,365,000 pounds for wool 


tops. This was about a 56 percent decrease for wool and about 44 
percent for wool tops. 


TABLE 1.—Volume of trading in wool and wool tops on the New York Wool Exchange, 
1947-56 


(Thousand pounds} 

















Volume of trading || Volume of trading 
Year man Sar aa \ Year i 
| Wool Wool tops Wool Wool tops 
cisinegiiecal sitienitanniciniiiiedl SPIT T lo calor a ceesaniappalicoceetgete 
Average 1947-51-_--_- 2, 463 | Oe 0 a nai ern she tne 116, 760 126, 170 
1952. ... Pas 7 245 », 808 | 169, 845 || 1955.......--- =e 64, 518 103, 955 
1953. ..- ‘ 109, 374 111, 365 1956. - _- | 70, 506 88, 230 





Source: Commodity Exchange Authority, USDA. 
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There was a slight increase in trading during 1954 for both wool and 
wool tops. In 1955 and 1956, however, trading in wool futures fell 
below the 1947-51 average. ‘Trading in wool tops also decreased, 
but remained above the 1947-51 average. In 1956 the annual vol- 
ume of trading amounted to 70,506,000 pounds for wool. This was 
2.7 percent less than the 5-year average. Trading in wool tops 
amounted to 88,230,000 pounds in 1956, or an increase of 41 percent 
over the 1947—51 average. 

Although the volume of trading in the wool futures market was only 
slightly less in 1956 than during the 1947-51 period, the decrease is 
emphasized by the relatively high levels attained during 1952, 1953, 
and 1954. On the other hand, while trading in wool tops was at a 
substantially lower level in 1956 than during the previous 4 years, it 
is still 41 percent above the 1947-51 period. This longtime increase 
in wool-top trading is also obscured by the relatively high levels dur- 
in the previous 4 years. 

This does not, however, change the fact that the trend of futures 
trading in wool and wool-top markets has been down for the past 
several years. 

Daily trading 

Since daily trading is also indicative of market activity, information 
for the period March 1955 to September 1956 was developed to show 
the average number of trades, as well as the variation in daily trading 
on the wool and wool-top futures markets. 

In the case of wool, the average number of daily trades during the 
19-month period amounted to 38 contracts. Inasmuch as there are 
at least 7 futures open for trading this averages just over 5 contracts 
per future. 

Although the average seems rather low, there is considerable varia- 
tion from the average in both the number of daily trades, and in the 
amount of trading in any one future. For example, in April 1955, 
the number of contracts traded ranged from 10 to 68, while in July 
1956, the number ranged from 4 to 123. In September 1956 the range 
was 19 to 124 contracts (table 2). 

Similarly, with respect to individual futures, on April 28, 1955, 
trading ranged from 24 contracts in the July 1955 future to no trades 
for the October 1955 future, and on September 10, 1956, trades ranged 
from 48 contracts in the March 1957 future to no trades in the De- 
cember 1957 future. Detailed data on the volume of trading in the 
wool market, by day and by month, for selected months, are presented 
in tables 1 through 6 of the appendix. 

Trading in wool-top futures averages higher than for wool. During 
the same period, March 1955 to September 1956, an average of 73 
contracts were traded daily as compared to 38 for wool. This amounts 
to about 10 contracts per future. 

There is also greater variation in the wool-top market; for example, 
in May of 1955, daily trading ranged from 12 to 339 contracts, and 
in June 1956, from 8 to 214. In September 1956, daily trades ranged 
from 30 to 177 contracts. 

The same situation prevails with respect to individual futures. 
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TaBLE 2.— Wool and wool tops: The average number of contracts! traded daily with 


the high and low by month, for all futures on the Board, March 1955 to September 
1956 














| 
Wool Wool tops Wool Wool tops 
Month ~ | || Month 
|Average| Range |Average| Range | oer Range jAverage| Range 
—_———$—$—$—$ $j ——_——_ siemens iipetieteiite bisacitinitiiiabeies | heeneemnnteinemmepeeaiat hdd sedi Ruben ania 
1955—March- -_- 40 7-89 85 | 22-306 || 1956—January. _| 28 | 4-90 39 0-108 
April... 31 | 10-68 71 | 13-159 | February -| 26 | 5-96 7 7-177 
May-.....| 40| 5-79 104 | 12-339 | March....| 28 | 2-75 58| 6-145 
June..._-- 35 | 5-7 85 | 17-189 | A oll_.~-| 32 | 1-63 7 1-222 
July.......| 34 | 12-87 84| 15-231 | May.__.- 29} 2-86 54| 8147 
August.....| 55 | 7-139 98 | 15-232 | June... ... 40 | 6-117 85 8-214 
September. 56 | 11-106 90 | 29-197 | Se senna 34) 4-123 66 | 18-156 
October. -_| 27| 5-67 40 8-99 August... 39] 6-111 54 8-148 
November_ 49 | 6-121 90 7-362 September-} 70 | 19-124 93 | 30-177 
December-| 34 | 10-116 51 | 18-115 | —| | —_—_ | —_ 


| Average.| 38 | hn Be Bebécund 
| | 


1 Wool contracts are for 6,000 pounds clean basis, while wool-top contracts are for 5,000 pounds net condi- 
tioned weight. 


Source: Commodity Exchange Authority, USDA. 


On April 27, 1955, trading ranged from a high of 74 contracts in the 
May 1955 Meet to a low of no trades in the March 1956 future. On 
September 26, 1956, trades ranged from a high of 90 contracts in the 
March 1957 future to only 4 contracts in the December 1957 future. 
Detailed data pertaining to wool tops is presented in tables 7 through 
12 of the appendix. 


Open contracts 


At any given time total open contracts reflects the purchases and 
sales commitments of trades which are outstanding. Data on open 
contracts over a period of time can be used to show the growth or 
contraction of a market. In addition, open contracts data may be 
used to show the positions of traders, and the changes in positions 
occurring in the market from time to time. This, however, is to be 
discussed later. 

Wool.—-The average of midmonth open contracts for the last 2 
months of 1954 amounted to 9,702,000 pounds. (CEA data for wool 
are available only since October 27 , 1954, when provisions of the Com- 
modity Exchange Act became applicable.) In 1955 total open con- 
tracts averaged 8,164,000 pounds. In 1956 average open contracts 
decreased to only 5,756,000 pounds, or to about 70 percent of the 
previous year (table 3). 

This was not a sudden change, but rather a gradual lessening of 
activity in the wool futures market. This is reflected in the month- 
to-month total of outstanding commitments. In November 1954 
open contracts totaled 10,260,000 pounds. By July of 1954 this had 
decreased to 8,310,000 pounds. A low of 4,782,000 pounds was 
reached in July 1956. After July commitments showed a slight in- 
crease and in December 1956 amounted to 5,976,000 pounds. 
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TaBLE 3.—Wool: Total open contracts as of the 15th of each month, November 
1954 to November 1956 


[In thousands of pounds] 








! 
Year } | Year 
Month ve Month 
| | 
¢ |} 1954 | 1986 1956 | | 1954 | 1958 | 1956 
nds enisilinsinnli hispid Rnilihiilidedierenplibniia hahahah e cthdhal. leeds ie 

i 
January. ......---- @) | 8, 322 6, 468 ] Aust: 24 (*) 8, 358 5, 868 
February -.-..-... () 8, 496 | 6, 216 } September-..-_.-- (4) 8, 724 6, 132 
March q) | 8, 478 | 5, 472 || October......-.-. , (1) 8, 874 6, 252 
April oe () 8, 040 | 5, 334 \ November......-- 10, 260 7, 674 6, 330 
May.-. : (1) | 7, 860 5, 106 |} December- . -__-- , 9, 144 6, 846 5, 976 
June isn, Gee 7, 986 | 5. 130 || apes these 
July -- a: a Q@) | 8, 310 | 4, 782 \ Average.....| 9, 702 8, 164 | 5, 756 





1 Not available. 


Source: Commodity Exchange Authority, U. 8. Department of Agriculture. 


Vi vol tops.—Information on wooi-tops open contracts are presented 
in table 4 for the period 1952-56. 

In 1952 the monthly average of total open contracts for wool tops 
amounted to 16,034,000 pounds. Following a sharp reduction of 
about 25 percent in 1958 the market remamed relatively stable until 
1956 when another reduction of about 25 percent occurred. Mid- 
month open contracts averaged only 8,661,000 pounds during this 
latter period, or about 54 percent of the 1952 average. 

Generally, the trend of open contracts in the wool-top market has 
been down, but, as in the case of wool, the change has been gradual, 
with the exception of 1953 and 1956, when sharp decreases occurred. 
To illustrate, in July 1952 open contracts amounted to 15,410,000 
pounds. In 1953, open contracts for the same month totaled only 
9,795,000 pounds. After a substantial increase to 14,130,000 pounds 
in July 1954, commitments fell to 12,625,000 pounds in 1955 and to 
only 9,380,000 pounds in July 1956. 


Other comparisons 

Number of futures transactions compared between different com- 
modities—The Commodity Exchange Authority in its recent publica- 
tion, Commodity Futures Statistics, compared the number of trans- 


actions (purchases plus sales) between several commodities and be- 
tween 1954—55 and 1955-56. 


TaBLe 4.—Wool tops: Total open contracts as of the 15th of each month, 1952-56 
[In thousands of pounds] 








Year 
Month eaTs 
1952 1953 1954 1955 1956 

TRG bide td. oteeiddids itdsectndesiaeéest SMS 16, 260 15, 245 9, 935 11, 560 9, 135 
WUNURET .... c ccaucquccetabeds sipscsiinn tele 16, 385 15, 875 9, 725 12, 435 8, 955 
March Lay 15, 830 14, 605 8, 670 14, 03. 8, 890 
April a inniahita in aernmnatn dh ietetlieiinininnaaneiiate 16, 645 13, 700 11, 475 14, 260 8, 230 
May -... ca : St Sb apapaeoeds 16, 705 12, 335 13, 035 13, 400 8, 540 
June . Std 5 hide ite 15, 340 11, 285 14, 515 13, 290 9, 760 
July 15, 410 9, 795 14, 130 12, 625 9, 380 
August shah jedi vet edke SLE eee 16, 475 9, 435 14, 930 11, 485 9, 030 
September....._.....-- 17, 340 10, 240 14, 675 12, 135 9, 080 
October... 16, 410 10, 055 13, 655 11, 735 9, 100 
November. __- 7 15, 200 10, 075 13, 420 10, 540 6, 820 
PPBCOMIGR .o cisniic didn snd i 14, 405 10, 355 12, 115 9, 825 7, 005 

Average. __. ound saweneecel 16, 084 | 11, 917 | 13, 823 | 13,27 | 8, 661 





Source: Commodity Exchange Authority, U. 8, Department of Agriculture. 


i 
1 
jj 
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Since the volume of trading is expressed in units of the physical commodity, 
i. e., wheat futures contracts in bushels, cotton in bales, eggs in carlots, and so on, 
a common denominator is needed when compiling the volume of trading in several 
dissimilar commodities or in making intercommodity comparisons. Such a 
common measure is provided by giving the same weight to a contract unit in 
wheat (5,000 bushels), as to a contract unit in cotton (100 bales), or one in eggs 
(1 carlot). Thus, in terms of contract units, the number of transactions in several 
dissimilar commodities may be combined, and futures activity in one commodity 
compared with that in another. Since the size and value of futures contracts in 
various commodities differ widely, the number of transactions in terms of contract 
units is of limited value in measuring changes in intercommodity activity, and 
particularly changes over short periods. Such a measure does provide a useful 
gage of overall market activity, however, and particularly changes from year to 
year or for other relatively long-term periods.® 


There was a total of 9,130,000 transactions in the specified commod- 
ities during the 1955-56 year, a gain of 4.8 percent over the 1954-55 
period (table 5). However, not all commodities showed increases in 
market activity. Substantial losses in trading occurred in several 
major commodities, notably cotton, rye, potatoes, and onions, as well 
as wool and wool tops. Cotton futures transactions were reduced by 
about 21 pereent, rye by approximately 32 percent, and potatoes and 
onions by about 36 and 23 percent, respectively. Wool and wool tops 
decreased by about 45 and 29 percent, respectively. 


TABLE 5.—A comparison of the number of futures transactions for several commodities 
1954-55 and 1955-56 























Year Percent | Year | Percent 
scons oats Siti nance 
Commodity (+), or Commodity | (+), or 
| 1954-55 | 1955-56 an 1954-55 1955-56 oe 
- —) 
deo Ee oe eR _ 
| 

Wheat... 24i..4i.. | 1, 852, 000 | 1, 929, 000 +4.2 || Potatoes__......... 394, 000 253, 000 —35.8 
Corn_......-...-.--| 1,014,000 | 1,231,000 +21.4 3 ee ae 329,000 | 254,000 —22.8 
Oats._.__....-.-.| 317,000 | "286,000 | —9.8 || Cottonseed oil-----| 28,000 | 115,000 | +310.7 
Rye--- | 409,000 | 278,000 —32.0 || Soybean oil_______- 144, 000 273, 000 +89. 6 
Barley_ his Otc eek see aa. bia 101, 000 99,000 |} —2.0 
Flaxseed_ 15, 000 | 22, 000 OU te iit civentnatirente 2, 000 | 1, 000 —50.0 
Soybeans - ...---| 2,382,000 | 2, 555, 000 +7.2 || Shorts.........-- 1,000 | (@) cL 
Grain sorghums..--| 1, 000 Rs et ce || Middlings--.-.....| 0 | 4) a es i 
Cotton____.__..--..| 1,008,000 | 792,000 | —21.4 |; Cottonseed meal___| 4, 000 5,000 | +25.0 
Ween tctsss. bt | 33, 000 | 18, 000 —45.5 || Soybean meal_-_.- 115, 000 133,000 | +15.6 

Wool tops-..-...-.-- 48, 000 | 34,000 | —29.1 — —_——_———_ 
Butter__...._._-- hip es pre tina. Total........| 8,714,000 | 9,130,000} +48 

ek. 517, 000 852,000 | +648 | 








i Less than 500 contracts. 


The relative importance of the wool and wool tops futures markets as 
compared to other markets is also shown in table 5. In the 1954-55 
period both ranked 13th among the 23 commodities listed. In 1955- 
56, however, both lost ground with wool tops ranking 14th, and wool 
ranking 15th. 

The estimated dollar value of wool futures decreased from 
$147,600,000 in 1954-55 to $70,400,000 in 1955-56, while wool tops 
decreased from $218,300,000 to $136,900,000 during the same period. 

Volume of futures trading compared to production of the commodity.— 
Although there is no necessary relationship between volume of futures 
trading and the amount of the commodity produced such a comparison 
can indicate the relative importance of futures trading in the market- 
ing of the commodity. 





3 Commodity Futures Statistics, Statistical Bulletin No. 196, Commodity Exchange Authority, U. S. 
Department of Agriculture. 
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Some of the larger futures markets normally have trading volumes 
several times the size of the crop. In wheat, for example, the volume 
of trading for the past several years has exceeded production in a 
range of 3 or 4 to 1. Cotton trading during the same period has 
ranged from about 3 to 5 times the size of the crop, and in soybeans 
from 11 to 22 times. 

Volume of trading in wool, however, does not compare as favorably 
with production of shorn wool. For example, during the period 
1947-51 production averaged about 1% times the volume of trading, 
and in 1955 production also amounted to about 1% times the trading. 
Only in 1952 did volume of trading significantly ‘exceed production. 
The ratio during this period was 2.4 to 1 (table 6). 

In the foregoing discussion on the size of the wool and wool top 
markets different but related measures were used to show the changes 
that have occurred during the past several years. 


TABLE 6.—Volume of trading in wool compared to the size of the clip 


| Domestic Volume of | Ratio total 








Year shorn wool | wool futures | production 
production ! trading to trading 
Million Million 
Average: pounds ene 
1947-51_- Fienleth bi aiinkme epee a Gh eine ie intra tianit 228 2.5 3.1—1 
1952_. : ‘ recetais.d dhathi Lie add 233 245.8 1 
SOU: 3 i wd ~ 5h bie bo dde ac thht bh dd hemes 232 109. 4 2.1—1 
hs : bee beat Mawes 5 abil ase 20 | 116.8 2.0—1 
RODD io) a Goan mp daidas oeearee Stuer dees ece at A lal 233 64.5 3.6—1 
Bs ee be OE eo 





1 Source: Livestock and Dairy Division, CSS, USDA. 


Data on volume of trading and open contracts indicate that market 
activity during 1955 and 1956 was substantially less than in the pre- 
ceeding 3 years, with decreases in the wool market being more drastic 
than in wool tops. 

These recent decreases, however, partially obscure, and to a degree 
minimize, the fact that when compared to the 5-year period 1947-51, 
activity in the wool top market has actually increased while the wool 
market has shown only a slight decrease. 

In the presentation of the number of contracts traded daily wool 
averaged out to about 38 contracts and wool tops about 73. How- 
ever, there was considerable variation on a day-to-day basis with 
wool ranging in certain cases from 7 to 139 contracts, while wool 
tops ranged from 12 to 339. 

In the comparison between commodities the wool market was about 
15th in importance and wool tops 14th. 


COMMITMENTS OF REPORTING AND NONREPORTING TRADERS * 


The principal function of a futures market is to provide a method 
whereby dealers in a commodity are able to obtain a measure of pro- 
tection against losses from changes in prices of the actual commodity. 

Speculators are necessary to the proper functioning of a futtres 
market, for seldom, if ever, do the long and short hedging commit- 
ments offset one another. On the other hand, a market dominated 


‘ Reporting traders are those whose commitments in any future reach 25 contracts for wool or wool tops. 


These are classified as large traders. Nonreporting traders are those with less than 25 contracts, and are 
classed as small traders. 
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by speculators, particularly large speculators, can hardly be con- 
sidered a healthy market. 

In order to show the relative importance of the different types of 
traders in the wool and wool top futures market this part will discuss 
the commitments of large speculators, hedgers, and small traders and 
the changes in positions that occur from time to time. In addition, 
data from the most recent complete market survey made by the Com- 
modity Exchange Authority will be used to elaborate upon the activity 
of the different types of traders. 


Wool futures market 


Large speculators.—Data showing the commitments of traders in the 
wool futures market are available only since the latter part of 1954. 
During this period commitments of large speculators constituted a 
relatively small proportion of total open contracts. In 1954 com- 
mitments averaged 13.6 percent on the long side and 12.7 percent on 
the short side. Little change occurred in 1955 with large speculators 
averaging 12.6 percent long and 12.3 percent short. In 1956, however, 
a substantial drop in large speculator activity occurred on both sides 
of the market. Commitments averaged 4.5 percent long, and only 
2.2 percent short (table 7). 

The decrease in large speculative activity began in November 1955 
when commitments dropped to only one-half of 1 percent of total 
open contracts on the long side and to 2.1 percent on the short side. 
During the 2 months, February and March 1956, large speculators 
were out of the market altogether, and for the remainder of the year 
activity by these speculators in wool futures was only nominal. 


TaBLeE 7.—Wool: Proportion of total open craters, held by the different types of 
futures traders, 1954-6 














Position 
omidibe Siri si eee 
Long Short 
Year | ' ee 4 aie 
| | Reporter Total Reporter 
Non- ae Non- a i at eee 
reporters | | | reporters 
Specu- | Hedgers | Specu- | Hedgers 
lators | lators 
till mriiasttinilatenctistpihadancsallh heii cis ie. st 
1954 1... 71.1 | 13. 6 | 15.3} 100.0 45. ¢ 6| 12.7 | 41.7 
1955 ’ | 819] 126] 5.5 100.0 52. ¢ a 12.3 | 35.1 
1956 2 AEE 87.7 | 4.5 36.8 | 2.2 | 61.0 


= 100. 0 
| 





1 Data available for November and December only. 
2 Data for December not available. 


Large hedgers.—Large hedging commitments were substantially 
greater than large speculative positions. For the latter part of 1954, 
noseers held 41.7 percent of total open contracts on the short side and 

15.3 percent on the long side. Hedging activity decreased relatively 
in 1955, with commitments averaging 35.1 percent short and only 5.5 
percent long. In 1956, however, hedging commitments increased 
substantially to an average of 61 percent of total open contracts long, 
but averaged only 7.8 percent short. 

Small traders.—Commitments of small traders were predominately 
long for the 3-year period, more than offsetting the combined short 
positions of both types of large traders. 
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Long positions of small traders averaged 71.1 of total open con- 
tracts in 1954 and 81.9 and 87.7 percent in 1955 and 1956 respectively. 

On the short side, small traders held 45.6 percent of total open 
contracts in 1954, and in 1955 and 1956 commitments averaged 52.6 
and 36.8 percent, respectively. ape ti 

Small traders include both speculators and hedgers, but individual 
commitments are unknown since they are not required to report 
trading activity to the Commodity Exchange Authority. 

Month-end commitments of the different types of traders in the 
wool futures market are given in Commodity Futures Statistics, 
United States Department of Agriculture. 


Wool market survey, October 29, 1954 ° 


The Commodity Exchange Authority made a complete market sur- 
vey of the wool futures market on the above date. In addition to 
ascertaining the commitments of the several types of traders, the sur- 
vey also disclosed the number of traders involved, and the occupation 
and geographical location of each group. 

The data collected in 1954 are not strictly comparable to the most 
recent information presented on the wool futures market, one of the 
principal reasons being that open contracts during 1956 averaged only 
58.4 percent of the earlier period. However, these data should pro- 
vide a reasonable insight into the use of the market by various seg- 
ments of the wool industry and their relative importance. 

Number of traders in the market—On October 29, 1954, open con- 
tracts in the wool futures market were held by a total of 315 traders in 
the amount of 10,230,000 pounds. 

Of the total number of traders, 245 or 77.8 percent were classed as 
speculators while the remaining 70 traders or 22.2 percent held hedging 
positions. 

On the basis of size of holdings 241 of the speculators held less than 
25 contracts and would, therefore, be classed as small traders, while 4 
speculators held more than 25 contracis each. 

Thirteen, or 18.6 percent of the hedgers held positions in excess of 
25 contracts, while 57 hedgers, or 81.4 percent, were in the small 
traders category. Almost one-half of the small hedgers held less than 
five contracts (table 8). 

Commitments in wool compared 1954 with 1956.—Total open con- 
tracts in the wool futures market decreased from 10,230,000 pounds 
in October 29, 1954, to 5,735,000 pounds in 1956, or about 43.8 percent. 

Commitments of large speculators during the same period decreased 
84.6 percent on the long side from 1,656,000 pounds to 255,000 
pounds. Large hedging commitments also decreased substantially 
from 2,190,000 pounds long to 449,000 pounds or about 79.5 percent. 
Small trader commitments on the other hand, decreased only 21.2 
percent or from 6,384,000 pounds to 5,031,000 pounds (table 9). 

Large speculative activity also decreased sharply on the short side 
of the market. Commitments totaled 1,470,000 pounds in 1954 but 
only 127,000 in 1956, for a decrease of about 91.4 percent. Short 
commitments of large hedgers also decreased from 5,370,000 pounds to 
3,498,000 pounds in 1956, or about 34.9 percent. Small trader short 


5 Wool and wool top futures: A survey of the open contracts on the Wool Associates of the New York 
Cotton Exchange, Ine., October 29, 1954, Commodity Exchange Authority, USDA. 
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commitments decreased 37.8 percent, from 3,390,000 to 2,110,000 
pounds in 1956. 
Table 9 also shows the changes that have occurred in the relative 
importance of the types of traders sinee the survey of 1954. 
During the earlier period, that is, 1954, large speculators held 
positions amounting to 16.2 percent of total long commitments and 


14.4. percent. short. 


percent short and 2,2 percent long. 


In 1956, this type speculator held only 4.5 


TABLE 8.—Wool: Number of large and small traders classed as speculators and 
hedgers, by size group 


Large traders: 


{Each contract 6,000 pounds] 


Size group classification 


a a ie Mia BFE. as lai 


50 contracts and over 


WE PMD. nce actcccves~ 





Number of traders 














Small traders: 
1 to 4 cont 


10 to 24 contracts -- 


Total, sr 


TaBLE 9.— Wool: 


recte.2 2262... 


nall 


Type of trader 


Large speculators... ...---- 


Large hedgers 


Small traders__............- 


Total, open contract_| 10, 230 [209-0 5,735 |100.0 | —4 


| 





Dy Os. ik «cheat enttign atrglpedequaseindcanstipeoy’ 








a Es 3 a ack echeydaaateetobe 


classed as— Total 
a al number 
of traders 
Speculators Hedgers 

2 5 7 
2 8 10 
4 | 13 17 
172 | 24 196 
45 17 62 
24 | 16 40 
241 7 298 
. a... en, 


1954 with 1956 average 


[In thousands] 








Long 
1954 1956 
Com- | Per- | Com- | Per- 
mit- | eent| mit- | cent 
ments of ments of 
total total 
Thous. Thous. 
lbs. lbs. 
1,656 | 16.2 255 4.5 
2,190 | 21.4 449 7.8 
6, 384. | 62.4] 5,031 | 87.7 














Commitments of the different types of traders compared Oct. 29, 





Position 
Short 
1954 
Percent 
change, 
1954- | Com- 
56 mit- 
ments 
Thous. é 
lbs. lbs. 
—84.6 {| 1,470} 14.4 127 22 —G1.4 
—79.5 5, 370 | 52.5 3,498 | 61.0 —34.9 
—21.2 3,390 | 33.1 2,110 | 36.8 —37.8 
3.8 | 10, 230 |100.0 6,735 |100.0) —43.8 


Large hedgers positions decreased from 21.4 percent of total long 
commitments in 1954 to 7.8 percent in 1956. 
ever, commitments increased relatively, from 52.5 percent of total 


commitments in 1954’ to 61.0 
Small traders, on the other 
on both the long and short sides of the market. 


On the short side, how- 


iatergy in 1956. F 
rand, increased their relative holdings 


In 1954, small traders 


held 62.4 percent of total open contracts long, and 33.1 percent short. 
In 1956, this had increased to 87.7 percent long and 36.8 percent short. 
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Geographical locations and occupations of traders —In the survey it 
was found that wool traders were located in 24 States, the District of 
Columbia and 8 foreign countries. ..Speculative traders were largely 
concentraded in 2 States, New York and Massachusetts, and toa lesser 
extent in Illinois. Most»of these in turn were located in the cities of 
Boston and New York. 

Hedgers were largely located in one place—Boston, Mass. However, 
hedgers in New York and Rhode Island were also of some importance. 
Ten hedgers were located in the 12 principal wool-producing States, 
but. only 3 of these were classed as ranchers vad farmers. Total 
hedging commitments for these 3 amounted to 96,000 pounds. How- 
ever, 32 speculators were from the major wool-producing States, and 
11 of these were classed as ranchers and farmers. Twenty of the 
speculators in wool futures were classed as housewives. The position 
held by housewives amounted to 564,000 pounds long and 276,000 
pounds short. In terms of numbers housewives was one of the larger 
categories. 

A total of 69 speculators were connected in some way with the wool 
trade, ‘There were 30 employees of firms in. the wool trade who.were 
apetalatinig in the wool market. .. Twenty-eight wool dealers and mer- 
chants also held speculative positions, but only one, top. maker was 
speculative on the day of the survey. 


Wool tops futures market 


Although data showing the commitments of traders in the wool 
futures market are available only since the latter part of 1954, informa- 
tion pertaining to wool tops are available since 1938. The information 
presented in this part, however, will deal with only the 5-year period— 
1952-56, 

Large. speculators — During this period, commitments of large 
speculators in wool tops were slightly more important than in wool. 
In 1952 commitments averaged 13.4 percent long and 4.7 percent short. 
In 1953 there was no change on the long side and only a slight change 
on the short side. In 1954 and 1955 commitments of large speculators 
increased on both sides of thé market. ‘During this time large specu- 
lators held a little over 20 percent of total opem contracts long atid 
about 12 to 13 percent short, In 1956 there was.a sharp deerease in 
large speculator activity. During this time.commitments. amounted 
to 6.1 percent long and only 1.5: percent) short (table 10). 

As in the wool futures. market, the decrease. in large speculators 
activity began in November 1955 when commitments dropped from 
22 percent of total open contracts long, to, only. 7.7 percent., On the 
short side commitments dropped from 18.5 percent to only 6.1 percent. 
At no time, however, were large speculators completely out of; the 
wool-top market as they were in the wool market, although during 
the period April-September 1956, there were no short commitments in 
excess of 120,000 pounds. Speculators with commitments of 125,000 
pounds or more remained in the market on the long side throughout 
the year, although their positions were nominal for a good part of the 
time. 
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TaBLeE 10.—Wool tops: Proportion of total open contracts held by the different 
types of futures traders 1952-56 























Position 
Long Short 
i 
ole eagetiee a Sek 
‘ e Reporters | 5 Reporters 
Year Non- Aa 2 ES ie 5. aks Dy) ee I eed 
reporters | | reporters 
Speculators} Hedging \Speculators| Hedging 
BD ch Sean el bess dincinccarasSecia ee _.| pe de ee Bo 
WR ob ccckcch de ches docaceets 62.7 | 13.4 | 23.9 27.2 | 4.7 68. 1 
ERE eR 47.5 13.4 39. 1 29.6 6.2 64. 2 
SS i Acaitencbettieaes 57.5 | 20.7 21.8 | 25.1 | 12.1 | 62.8 
Ws ed) se 61.1 | 20. 2 | 18.7 30.1 13.0 | 56.9 
BN 25 Pa Ree ansuseseebocsk 77.6 | 6.1 16.3 27.6 | 1.5 | 70.9 














1 Data for December not available. 


Large hedgers-—During the entire 5-year period large hedging 
commitments on the short side of the market constituted a majority 
of total open contrac ts. The proportion held by large hedgers short 
ranged from a low of 56.9 percent in 1955 to a high of 70.9 percent in 
1956. 

Long hedging commitments ranged from a high of 39.1 percent of 
total open contracts in 1953 to a low of 16.3 percent in 1956 With 
the exception of 1953 hedging commitments varied but little for the 
other 4 years. 

Small traders.—Long commitments of small traders during the 
5-year period varied from 47.5 percent of total open contracts in 1953 
to 77.6 percent in 1956. Short commitments of small! traders were 
remarkably stable, ranging from a low of 25.1 percent in 1954 to a 
high of 30.1 percent in 1955. 

Month-end commitments of the different types of traders in the 
wool-top futures market are given in Commodity Futures Statistics, 
United States Department of Agriculture. 

Wool tops market survey 


Number of traders in the wool top market.—On October 29, 1954, 
open contracts in the wool top market were held by 380 traders in the 
amount of 13,720,000 pounds. Of the total number of traders, 295 
held speculative positions and the remaining 85 were classed as 
hedgers. 

On the basis of the number of contracts held, 12 of the speculators 
were classed as large and 283 were in the small trade category. Only 
6 of tha large speculators held in excess of 49 contracts. On the other 
hand, 202 of the small speculators held less than 5 contracts each 
(table 11). 
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Tar_E 11.—Wool tops: Number of large and small traders classed as speculators 
and hedgers by size group 


[Each contract 5,000 pounds] 





Number of traders 





























{ | classed as— Total number 
Size group classification IH Sc LE of traders 
| 
Speculators Hedgers 
— — — — —— — ———— - ——— Tate —_—_—__—__—— | 
Large traders (number of contracts): | 
yb SRR eee RES deca tact Sennen 6 | 3 9 
SO ep are ia. «ie 1 ooo wee. osc ee! a nce 6 | 14 20 
-——— Pe 
Weed Bes Liss . os a ee eo ia 12 | 17 29 
Smal] traders (number of contracts): ALI eR 9Ue Ti ee os 
A OA 5. sete bam eld en commetqeagesse ential 202 | 27 229 
4 1 Rt he ET le cain wlkc 4s aint eathd ae bcaeoemaen 46 | 19 65 
SU UPA aise. 25 es Ee pet! 35 | 22 57 
Total lerge........... [2B Cee 283 68 | 351 
Total, all.....-.. Dees taateeeet | & 295° 85; 380 





Of the 85 traders who held hedging positions, 17 were in the large 
category and 68 were small traders. Fourteen large hedgers held 50 
contracts or more as compared to only 6 speculators. But only 27 
hedgers, as compared to 202 speculators, held less than 5 contracts. 

Commitments in wool tops, compared, 1954 with 1956 —Total open 
contracts in the wool top futures market decreased from 13,720,000 
pounds on October 29, 1954, to an average of 8,811,000 pounds in 1956, 
or 35 percent. 

During the same period long commitments of large speculators de- 
creased from 3,655,000 pounds to 539,000 pounds, or 85.3 percent. 
On the short side commitments decreased 88.2 percent, or from 
1,990,000 pounds to 135,000 pounds. 

Decreases in commitments of large hedgers also occurred during this 
period, but to a lesser extent percentagewise than for speculators. 
In 1954 large hedgers held commitments in the amount of 2,835,000 
pounds long while in 1956 holdings amounted to only 1,436,000 pounds 
for a decrease of about 49.3 percent. Commitments on the short side, 
however, decreased only 33.8 percent or from 9,430,000 pounds to 
6,246,000 pounds in 1956 (table 12). 


TariE 12.—Wool tops: Commitments of the different types of traders compared, 
Oct. 29, 1954, with 1956 average 






































Position 
Long side Short side 
ware + To ail onan. Fe PS Samy oe) mg 
Type of trader | 1954 | 1956 | } 1954 | 1956 
a ee ia _____| Percent} ~ Pereent 
| | change, | | | | change, 
Com- | Per- | Com- | Per- | 1954- | Com- | Per- | Com- | Per~ | 1954- 
mit- | cent | mit- | cent| 56 | mit- | cent| mit- | cent 56 
| ments | of | ments| of | ments | of | ments; of | 
total total total | | total | 
alles sneer sess nc neem eels nti 5 cdo bs 
| 
| | 
| Thous. | | Thous. | Thous. | | Thous. | 
| tbs. | | Ibs. lbs. | ; dbs. |} 
Large speculator ‘ 3,655 | 26.6 | 539 | 6.1 | —85.3 1,990 |145.0 | 135 1.5 —93. 2 
Large hedger...........-...| 2,835 | 20.7 | 1,436 | 16.3 —49.3 | 9,430 | 68.8) 6,246 70.9 | —33.8 
CUE WRN. Sots Sccccend | 7,230 | 52.7 6, | 77.6) —5.4) 2,300 | 16.7 | 2,430 | 27.6 +5.7 
ee ee | SS egprpeepenrepet pene | cong cnmneimnsenes fener y ee | 
Total, open contracts.| 13, 720 |100. 0 | 8, 811 ~—s | —35. 8 | 13, 720 |100. 0 ; 8,811 100. 0 —35. 8 
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While substantial reductions in the activity of large speculators and 
hedgers were taking place the commitments of small traders showed 
remarkable stability... Although commitments of small traders did 
decrease from 7,230,000 pounds to 6,836,000 on the long side, this 
amounted to a reduction of only 5.5 percent. At the same time, 
commitments of small traders on the short side actually showed an 
increase of 5.7 percent, or from 2,300,000 pounds in 1954 to an average 
of 2,430,000 pounds in 1956. 

Geographical location and occupation of traders —The survey’ dis- 
élosed that wool top traders were located in 29 States and 13 foreign 
countries. The largest number of speculators. were, from New York 
and Massiichusetts, while hedgers were principally from Boston, 
Mass., and to a lesser extent in New York City. This follows about 
the same pattern found in the wool futures market. 

Thirty-three speculators and two hedgers were from the large wool 
producing States. None of the hedgers were classed as ranchers and 
farmers, however, six speculators were in this category. Twenty-six 
housewives were classed ‘as speculators in the wool-top futures tharket. 

A’ total of 77 speculators were in’ some way connected with wool 
trade. Thirty-five of these were employees of firms in’the woob trade: 

Twenty-seven wool dealers aiid merchants and two topmakers were 
speculative on the day of the survey. 


DELIVERIES OF WOOL AND WOOL TOPS ON THE FUTURES MARKET 


It is usual in most futures markets for the majority of contracts to 
be settled by offset purchases or sales, rather than by delivery, or 
acceptance, of the physical commodity. 

Reasons for the relatively small qumadsiti of deliveries vary with 
the type of trader and with economic conditions generally. Some of 
the more important reasons responsible for limited deliveries ofthe 
physical commodity in fulfillment of futures contracts are outlined 
in the 1953 Report of the Administrator of the Commodity Exchange 
Authority as follows: 


Speculators trade to make a profit from price changes and in most’ cases would 
find it costly and troublesome to become involved in the delivery process. | Mer- 
chants and processors use the futures markets as a means of hedging price risks 
and usually do not look upon the futures markets as a cource of supply or as a 
merchandising outlet for cash commodities. The reason, of course, is that in 
buying and selling cash commodities merchants and processors prefer to deal in 
the cash markets, contracting for the specific grades and quantities required for 
their needs and for the preferences of their customers. Since deliveries on 
futures contracts in most commodities may be made in a variety of grades, and 
at seller’s option, merchants and processors with long hedging positions in futures 
usually do not wish to run the risk of receiving unwanted grades that might be 
involved in standing for delivery. Sellers who make a business of merchandising 
cash commodities ordinarily expect to realize a premium in the cash market as 
compared with delivery in the futures market. 


Although this results in a relatively small quantity of actual de- 
liveries, the right to deliver, or to stand for delivery, is essential if 
there is to be a realistic relationship between futures and cash prices. 


Amount delivered 

Data on deliveries in the wool market show that 1,020,000 pounds 
of wool were delivered during the 1954-55. season and_ 1,584,000 
pounds in 1955-56. The increase in deliveries during the latter 
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period occurred while the total volume of trading on the market 
decreased about 45 percent from the previous year (table 13): 


TABLE 13.— Wool: Futures contracts seliled' by delivery; by future, 1964-56 














{In thousands of pounds} 
Future 
Season | Season 
| total 
July | October | December | March |; May 
I vinicciseitaitsinsiiiniicinintatiaieniiiainre sian 324 210 246 102 1, 020 
SOO an oe chien onacecsctesdecd cic nachna 198 462 342 396 5} 1,584 


Wool-top deliveries of 3,640,000 pounds during 1955-56 were more 
than double the 1,595,000 pounds delivered on the futures market in 
1954-55. At the same time that deliveries were increasing, the vol- 
ume of trading in the wool-top market decreased by about 28 percent 
(table 14). 


TaRrLE 14.—Wool tops: Futures contracts settled by delivery, by future, 1951-66 
[In thousands of pounds] 














Future 
Season sae saienaret entonnemtentieiniiinmimttinae tena citiie aii nn 
| total 
July | October,| December | March May 
Fi oiknncnnsenscakie ee genh-ameeaunaeeee 340 615 1, 245 1,170 | 1,025 4,395 
WOGBPGB 11). SEL Sh cin sth ahi a. 190, 1, 055 1,000 965 350 3, 560 
SAE. 8 onan seunatiaieiinniins tation 505 oo 465 775 605 3, 195 
ODE Oe. ene ein LAL 430 3 76 50 645 1, 595 
IORI Rc. 4044 Aon see - dein segeqepobaphpoduqcnten 1,435 700 | 900 300 305 3, 640 


Sennen eee c 


However, when deliveries for any futures are related to volume of 
trading during the life of the future, the ratio is very small. 

In table 15, deliveries of wool as a percentage of volume of trading 
are given for the period March 1955 July 1956. 

The smallest ratio occurred in March 1955 when delivéries amounted 
to only 0.3 percent of volume of trading. The highest ratio. occurred in 
March 1956 when deliveries were 3.4 percent of volume of trading. 
There is no particular pattern of deliveries as compared to volume of 


trading. It is only significant that deliveries are small in relation to 
volume of trading. 


TABLE 15.—Iool: Contracts settled by delivery as a percentage of volume of trading 
during the life of the contract, March 1955—July 1956 


| 
Contracts 


| Volume of 
settled Deliveries as 


| trading dur- 


| 
| 
Futures ing life of | by delivery la percent of 
the contract | (thousands | volume of 
| (thousands of pounds) | trading 
of er | | 
oe cies 
March | 32, 706 | 102 | 0.3 
May. ..- ; ewe 21, 654 138 | -6 
July... ; Sl liens tala - havea 17, 028 192 1.1 
October ....-.. deed . at 13, 980 462 3.3 
December Sort eee 12, 606 | 342 | 27 
March... walt oe a 11, 526 | 396 | 3.4 
May } 7, 794 | 186 | 2.4 
July..-.- | 14, 808 | 270 1.8 
Average... . etait ‘ 16, 512 261 1.6 
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This general statement also applies to deliveries on the wool-top 
market. The smallest amount of wool tops delivered during this 
period occurred in March 1955 when only 50,000 pounds, amounting 
to 0.2 percent of volume of trading, was delivered in settlement of 
the March contract. 
pounds, or 5.1 percent of volume of trading, were made in settlement 


of the July 1955 future (table 16). 


Heaviest deliveries, amounting to 1,435,000 


Tas_e 16.—Wool lops: Contracts settled by delivery as a percentage of volume of 
trading during the life of the future, March 1955—July 1956 


March... 
May 

July _- 
October 
December 
March 
May 

July 





Futures 


Volume of 
trading dur- 
ing life of 
the future 
(Thousands 
of pounds) 








26, 660 
27, 880 


21, 480 | 
23, 895 


17, 655 


14, 095 | 
14, 945 | 


21, 836 | 








28, 080 | 
| 
| 





Contracts 
settled by 
delivery 


Deliveries as 
a pereent of 





(Thousands volume of 
of pounds) trading 
50 0.2 
645 2.3 
1, 435 | 5.1 
700 .6 
900 3.8 
300 1.7 
305 2.2 
200 1.3 
567 | 2.6 


Additional information relating to deliveries of wool and wool tops 


is contained in tables 13 and 14 of the appendix. 


These data show 


deliveries as a percent of open contracts at the beginning of the 
Although this ratio is much higher than the ratio 


first-notice day. 
to volume of trading 


Se) 


the actual amount of deliveries is the same. 


In addition, table 15 is included in order that comparisons may be 
made between several commodities. 


Grade and origin of wool and wool tops delivered 


There are several grades of wool and wool tops, in addition to the 
exchange standard, which are deliverable in settlement of futures 


contracts.! 


Data relating to these deliveries for the period March 


1955—July 1956 were tabulated and are presented in tables 17 and 18. 


TARLE 17.—Amount of wool delivered in setilement of futures contracts during the 
period March 1955—July 1956 by grade and staple 


Grade and staple 


70’s, 3-inch 

70’s, 234-inch 

64’s, 344-inch 

70’s, 244-inch 

64’s, 3-inch 

64’s, 254-inch * 

64’s, 22-inch (ex- 
change standard) -__. 


1 Deliverable grades of wool and wool tops and those which are not deliverable, as well as premiums and 
discounts, are set forth in Handbook for Delivering and Receiving Wool and Wool Tops on Contract on 
the Wool Associates of the New York Cotton Exchange, Inc. 


| Amount de- 


livered 
(thousands 
of pounds 
33 
Sl 
252 
36 | 
132 
714 
216 


8 
3 
2 


6 5) 
3.9 iI 


9111 
ok i 


10.3 |} 


Grade and staple 


70’s, 244-inch- .-- 
60’s, 34-inch __- 
60's, 3-inch 

60’s, 234-inch 


We ictince 


| Amount de- | 


| Percent of 
total deliv- 


livered 


(thousands | ered 
of pounds) 
— > 
21 | 1.0 
357 17.1 
174 | 8.3 
72 3.4 
2,088 | 100.0 


| 
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TABLE 18.—Wool: The origin of wool delivered in settlement of futures contracts 
during the period March 1955-July 1956 





Amount Amount 
Country of origin delivered | Percent of Country of origin delivered | Percent of 
al otal (1,000 Total 
pounds) pounds) 
United States. ........__- 1, 822 87.3 || Argentina..__......_.-__. 24 1.1 
Uruguay-...--20.-.-4--- 162 7.8 | 
iin Bina aidenaied 54 2.6 i etiecsdcce teak 2, 088 100. 0 
AfrteB Sco. LLL. 352 26 1.2 





Wool.—In the case of wool, a total of 2,088,000 pounds was de- 
livered with grades ranging from the minimum specifications allowed 
by the exchange, to wools grading 70s with average stretched length 
of 3 inches. Wool grading above the exchange standard accounted 
for about 60 percent of the total delivered, while about 30 percent 
was below par. Only about 10 percent of all wool delivered graded 
at the exchange standard (table 17). 

Wool grading 64s, 2% inches, which is one level above the exchange 
standard, accounted for 34.2 percent of deliveries. No other indi- 
vidual grade accounted for as much of the total, although grade 60s, 
3% inches, which is below the standard, accounted for 17.1 percent and 
64s, 3% inches (premium wool) accounted for 12.1 percent. 

No wool grading 70s, 3% inches or better was delivered in settle- 
ment of futures contracts. The highest grade delivered was a 70s, 3 
inches but this amounted to only 1.6 percent of the total. 

Deliveries included wool from the United States, Uruguay, Brazil, 
Africa, and Argentina. The majority of the wool was domestic, 
however, with the United States supplying 87.3 percent of the total. 
Uruguay was the origin of 7.8 percent, and Brazil supplied 2.6 percent. 
Africa and Argentina supplied 1.2 and 1.1 percent respectively (table 
18). 

Wool tops.—Wool tops delivered in settlement of futures contracts 
during the period March 1955—July 1956 totaled 4,535,000 pounds. 

Grades of tops ranged from a high of B1 to a low of E2 (sub.). 
About 78 percent of the wool tops tendered for delivery in the futures 
market graded better than the exchange standard, while about 19 per- 
cent was below par. Only about 3 percent graded at the exchange 
standard (table 19). 


TABLE 19.—Amount of wool tops delivered in settlement of i fubsres contracts during 














the period March 1955—July 1956 by grade and staple 
Amount Percent Amount Percent 
Grade and staple delivered of total Grade and staple delivered of total 
(exchange code) (thousands| delivered (exchange code) (thousands| delivered 
of pounds) of pounds) 
inthe nde dipsctuner gia Oeiedndiel 210.0 I ee alate aint teenie le 135. 0 3.0 
Tee GRD san we dide cecseded 162. 5 Tb Ea SE RS RS 10.0 -2 
alt Ne incites 1, 972.5 65S TD EPO CO cctendnedpietectt 10.0 2 
+i)” 2 SS 195.0 Oe mtteciac ks oe 35.0 8 
Siena beh teL ia 6 obama 6 21.9 || El (sub.)....__.---- : 22 5 5 
C3 (exchange standard) -__. 120. 5 et Mlnscosneesinsuk 5.0 1 
Tinea sl tial i bind ‘| 545.0 12.0 —_——— 
Pwd cndkchtcbackkelacectoe | 120.0 2.6 


atin nntingtscnt tae 4, 535.0 100.0 











89554—57——-4 











20 FUTURES TRADING ON WOOL AND WOOL TOP EXCHANGE 


Wool tops grading C1 and carrying a 3 percent premium accounted 
for 43.5 percent of all tops delivered. Grade C2 with a 1 percent 
premium accounted for 21.9 percent and grade C4 with a 3 percent 
discount amounted to 12 percent of the total. Wool tops grading D3 
and below, carrying discounts of 5 to 10 percent accounted for only 
1.8 percent of total deliveries. 

Deliveries during the period March 1955—July 1956 were from the 
United States, South Africa, Australia, Argentina and Uruguay. The 
majority of wool tops was of domestic origin with the United States 
supplying 76.7 percent of the total. South Africa supplied 11.6 per- 
cent and Australia 10.7 percent, while Argentina and Uruguay com- 
bined supplied only 1 percent (table 20). 


TARLE 20.—Wool tops: The origin of wool tops delivered in settlement of future 
contracts during the period March 1955—July 1956 

















a} 
| Amount amount 
Country of origin delivered Percent Country of origin delivered Percent 

(pounds) (pounds) 
United States. ..........- 3, 478, 835 Ty ee co ent eet c one 20, 000 0.4 
South Africa...........-.- 526, 833 11.6 —_—————_ |—- 
ato athne~ar-enea 484, 332 10.7 TO urcccduabends 4, 535, 000 100. 0 
AIG BOS. 2 Ji. ..~.5..- 25, 000 .6 

PRICES 


Information on wool and wool-top futures, and spot prices is avail- 
able from a variety of sources, including newspapers, commodity 
reports, private sources, and the United States Department of Agri- 
culture. 

It is the intention in this report to present both futures prices of 
wool and wool tops, and prices of imported and domestic wools 
recorded during the past 2 years only in order to point up the changes 
which have occurred. In addition, prices of the dominant future are 
given for several days when trading was unusually heavy in order to 
show the changes that occurred. 


Futures prices of wool and wool tops 


Generally, and with only minor deviations, prices of wool and wool- 
top futures move in the same direction. This is adequately borne 
out in table 21 which shows prices of the near future for both wool 
and wool tops with differences. 
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TABLE 21.—A comparison of wool and woll-top futures prices, with differences, 
bi-weekly, July 1954 to November 1956 


[In cents per pound] 


Prices ! Prices ! 
































| Differ- || jf J ___ _-S ae 
Date | ences || Date ences 
Wool Wool Wool Wool 
tops | tops 
1954—July 15....- _...| 172.0b | 203.0 31.0 || 1955—Sept. 30........| 130.0b | 155.3 25.3 
July 31-.-.. ..| 172.8b | 202.3b 29.5 Gee AB ..niaes | 124.4b] 153.0b 28. 6 
Age: th-y.1.... 171.5b | 202.5b 31.0 Gem 126.2b | 153.6b 27.4 
Aue SP .3..:: 159.5b | 194.8b 35.3 Nov. 15........|. 127.8b | 154.8b 27.0 
, ....-| 161.5b | 193.5 32.0 Nov. 30 ...| 129.0b| 155.5b 26.5 
. __..| 165.0b | 197.0b 32.0 _. — 129.5b | 157.5b 28.0 
| 163.0 186. 3 b 33.3 ee S85 nes 130.3b | 1583b 28.0 
146.0b | 180.0b 34.0 || 1956—Jan. 15_.---..-- 130.7b | 159.0b 29.7 
137.5b | 171.4 33.9 | aA boone 133.0b | 161.7 28.7 
149.7 183.0 33.3 Feb, 15 .-| 1321b] 161.9 29.8 
140.3 174.3 b 34.0 Feb, 2....6-.- 127.9 157.5 b 29 6 
147.8 181.9 34.1 Mar. 15.......- 124.8b | 1540b 29.2 
147.2b | 182.0b 34.8 Mar. 31.......- 125.5b | 155 4b 29.9 
152.0b | 187.1b 35.1 Apr. 15...-....|| 128.7b| 155.5 31.8 
150.0b | 186.1 b 36. 1 Bb WE. o sones 123.0b| 156.0b 33.0 
sb. 147.0b | 183.0b 36.0 | May 15_......- 127.3b | 157.8b 30.5 
Mar. 15....-.-.| 145.0b | 182.0 37.0 May 31_......- 12%.6b | 1546b 30.0 
Mar. 144.9 180, 1 35.2 June 15__.-....| 128.0 159.2 b 31 2 
Apr. 15.....-..| 146.5 182.3 35.8 June 30... __.- 129.5b | 160.0b 30.5 
Apr. 30. - 144.5 183.0 b 38.5 Jaa 06........ 134.2b | 163.7 29 5 
be GR ose cae 142.6b | 179.0 36.4 || July 31 “| 137.1b | 166 5b 29.4 
May 31 141.0b | 176.3b 35.3 || Aug. 15...-...- 135.5b | 166.0b 30 5 
June 15... _- 142.5b | 176.2 33.7 i Ee 139. 7 168.2 b 28.5 
June 30. -- 137.6b | 172.0 34.4 Sept. 15.......- 143.4b | 173.1b 29.7 
July 15_... 135. 9 169.9 b 34.0 Sept. 30.......- 142.6b |} 169.8b 27.2 
July 31... 135.3 168. 5 33.2 ee 143.2b | 171.5 28.3 
Aug. 15.._...-- 129.0b | 160.0b 31.0 || Oct. 31_.._.-.. 151.5b | 1798 28 3 
Po a pelle 127.0b | 156.5b 29.5 Nov. 15.....--- 156.0 182.0 b 26.0 
Sept. 15.. 126.6b | 152.9 26.3 Nov. 30......-- 168.1b | 197.0b 23.9 
| 


} Prices are on near future. 
Source: Commodity Exchange Authority, USDA. 


On July 15, 1954, the price of wool was at a $1.72 per pound and 
at $2.03 for wool tops. ‘Thereafter, with minor inconsistencies, 
prices declined gradually but steadily until April 1956 when the 
market began to strengthen. A low of $1.23 per pound was recorded 
in the wool market during this month while wool top prices were at 
$1.56 per pound. A previous low of $1.52%o per pound was recorded 
for wool tops on September 15, 1955. 

Prices climbed steadily after April 1956 for both commodities and 
on November 30, 1956 were at $1.68%o for wool and $1.97 for tops. 

During the early period of the price decline, the spread between 
wool and wool tops prices increased reaching a maximum difference of 
38.5 cents per pound on April 30, 1955. The smallest spread was on 
September 30, 1955 when the difference amounted to 25.3 cents. In 
recent months the spread has'ranged from 26.0 cents to 29.7 cents. 


Spot prices of domestic and Australian wools 


Information on monthly prices of wool was obtained from the 
United States Department of Agriculture for the period January 1954 
through January 1957 and are presented in table 22. 
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TARLE 22.—Prices for graded fine Territory (domestic) good French combing and 
staple wool at Boston and type 78-€64’s good to average length wool at Sydney, 
Australia, landed Boston, duty paid, clean basis, American yield, by months, 
January 1954 to January 1957 


{In cents per pound clean] 

















Year 
1954 1955 1956, 
Month a i ell hi na, 
64’s Fine | Differ-| 64’s Fine | Differ-| 64’s Fine | Differ- 
Aus- | Terri- | ence Aus- | Terri- | ence Aus- | Terri- | ence 
tralia tory tralia tory tralia tory 
January - -- _ 185.9 172.5 13.4 156. 1 155, 0 1.1 142.0 131.6 10. 4 
February - 179.3 172.5 6.8 158.9 155.6 3.3 142.6 | 132.1 10. 5 
March . ; 174.7 167. 5 7.2 (‘) 153.5 .---| 138.8 129.8 9.0 
J... ance Nee 177. 1 16°.8 8.3 153.8 149.5 4.3 144.7 128. 0 16.7 
EE  cachone saael | Sau 173.1 10.1 152. 6 147.5 5.1 154. 6 128. 2 26. 4 
June_. Snes ; 1°9.8 176.7 13.1 152.6 | 143.5 9.1 () EI dren 
Oe oe oe i) 3 | eee () RIE. acon cn oe 131.2 28.9 
August. silneddoeint-dgodanen 173.4 176. 2 +2.8 140. 1 138. 5 1.6 159. 9 134.1 25.8 
INNIS canes sence 168. 6 177.1 +58. 5 136. 9 132. 5 4.4 166. 6 138. 1 28. 5 
ee ce eee ee 161.3 171.2 +9.9 139.0 130.0 9.0 163.0 147.5 15.5 
a Lev craving wigs 156. 6 160.0 +.4 137.8 127.5 10.3 169.0 152. 5 16, 5 
I cc agantien 162. 4 156.0 6.4 139. 6 129.8 9.8 174.3 162, 5 11,8 
SRE DONE. cers cn cannes 176.0 162. 5 ee GR RO eee Ue 
| 
! No sales. 


Source: Livestock and Dairy Division, CSS, USDA. 


Generally, the movement of prices of domestic wool was similar to 
that of futures. During the early part of the period a gradual decline 
lasting until April 1956 occurred, after which prices turned upward. 
Prices of Australian wools, however, although moving downward 
with domestic wools during the early part of the period, turned up- 
ward fully 6 months prior to domestic wools. During the latter part 
of 1954, prices of domestic wools averaged slightly higher than Aus- 
tralian wools. 

Differences between the wools were highly erratic; however, it ap- 
pears that in the downward movement domestic prices declined less 
rapidly than did Australian wool prices. On the other hand, it ap- 
pears that Australian wools gained at a faster rate than did domestic 
wools during the early part of the period of increasing prices. The 
greatest difference occurring during the entire period was in July 1956 
when Australian wools were 0.289 cents higher than domestic wools. 
Since then, the spread has narrowed somewhat, and in January 1956 
was 0.135 cents. 


Price-trading relationship 

Price information on the dominant future was obtained for selected 
dates when trading was unusually heavy in order to show effects on 
prices. 

Data was obtained for both wool and wool tops, and included closing 
prices on the day previous to the selected date, opening and closing 
price on the date selected, with the high and ‘low, and finally, the 
opening price on the day subsequent to the selected date. 

In the case of wool, the difference between the high and low prices 
recorded for the 6 selected dates ranged from six-tenths of a cent in 2 
instances to 2.2 cents per pound. On these dates there were 39 and 
51 contracts traded when the smallest difference was recorded, and 
48 contracts traded when the difference was 2.2 cents (table 23). 
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TAFLE 23.—Wool: Futures prices for the dominant future on specified dates with 
previous day’s close and subsequent day’s opening 





j 
Prices on trading date 
| Closing | tré Opening Number 
| price on | price of | of con- 
Date | day pre-| Opening | Runge of pricesof | Closing future on traets 
vious to | price of future on date price of sueceeding | traded in 
date future on | : _.______} futureon | day | domin: unt 
| date -" date | } 
| High eens 
Hesaibelbaete he fenioners 
| } | } 
1955—Sept. 16_- 13.5 | 123.0b| 1236] 1225] §123:5b 1246 | 28 
Nov. 28-. 128. 6 | 128. 5b | 130. 5 | 129.0 | 130. 5 | 130.0 b } 35 
Dec. 6... ..-| 1306 | 130.0 b 132. 0 131.4 132.0 b 130.0 b | 39 
1956—June 15 ie ...| 127.8b | 128. 5 129.0 128.0 | 128.0 128.4 b | M4 
July 24..... 136. 5 b 135. 5 136. 0 134.8 134.8- | 134.7 | 54 
i | 135.3 ! 
AM Bho. i | 137.8b 137.8 b 138.8 38. 2 133.4 | 138.7 .b 51 
Sept. 10. 140. 1 142.0- | 143. 5 141.3 141.5b | 142.4 | 48 
| 143. 5 





Source: Commodity Exchange Authority, U. 8. Department of Agriculture. 


There was more variation between the high and low in wool tops. 
Differences ranged from one-tenth of a cent to 2.3 cents per pound. 
There were 127 contracts traded in the first instance and 102 contracts 
traded when 2.3 cents were recorded (table 24). 


Taste 24.—Wool tops: Futures prices for the dominant future on specified dates 
with previous days close and subsequent days opening 


Prices on trading date 








Closing : Opening Number 
price on } price of of con- 
Date day pre- | Opening | Range of prices of Closing futureon | tracts 
vious to | priceof | future on date price of succeeding traded in 
date future on > future on | day | dominar it 
date } date | 
High Low | 
| i 
195 179.0 b 177.0 178. 2 | 177.0 178.0 177.0 b | 140 
176.6 b 176.6 b 177.5 | 177.4 77.0 t 177.0 b | 127 
172.0 | 170.5 b 172. 170. 2 172.3b 72.5b | 102 
168. 2 167.5 b | 187.9 165.8 165.7 b 165. 5 b | 79 
153. 153.0 b | 154. 0 153.5 153.9 b 153.0 b | 228 
195¢ 153 9b 153.6 b 154. 5 154.0 154.0 b 153.5 b | 7 
156. 7 157.5 158.2 157, 5 157.9 158.0 b 74 
Source: Commodity Exchange Authority, U. 8. Department of Agriculture 


INDUSTRY COMMENTS ON THE WOOL AND WOOL TOP MARKETS 


Included as part of the study are comments relating to the wool and 
wool top futures markets. These remarks were solicited by letter 
from a random sample of producer organizations, wool dealers, mills, 
and top makers. 

Specifically, the letters requested comments on the value of the 
market for hedging purposes, the size of the market, susceptibility 
to manipulation, appraisals of certificated wools, reasons for unusually 
low prices, and recommendations for improvement of the market or 
other comments. In the case of producers, comments were also asked 
on buyer outlets and competition among buyers for growers’ wool, 
as well as other comments. Not all questions elicited an answer; 
therefore, there are more remarks in some cases than in others. 

The comments are presented under the headings of the various 
segments of the industry. All remarks, whether commendatory or 
critical, are included under the appropriate group. 
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COMMENTS BY PRODUCER ORGANIZATIONS 


1. Value of the market for hedging purposes 


The wool and wool top futures market has a value for hedging purposes, and 
manufacturers and producers can make use of this, although few producers do. 
There are some dangers involved due to the thinness of the market, in our opinion. 

The woo! and top futures market for hedging purposes, in our opinion has not 
proved sound. There is not enough correlation in price movements between the 
spot and futures market. Further proof of this may be found in the number of 
concerns that have liquidated due to attempting to use the futures market as a 
hedge against their operations. 

Our association feels there is more and more value in the wool and wool top 
market for hedging purposes. We have used the wool futures some, but only in 
a limited way. So far, our experience has been favorable. Our discussions among 
directors from other States is to the effect that we should further explore the 
possibilities of using the futures market in marketing our wool. 


2. Size of the market 


The market is not broad enough to take full advantage of drastic changes up 
or down in price levels. We believe it would be interesting to find out what 
percentages of trades on the futures market are conducted by the 8 or 10 manu- 
facturers and dealers who use the futures market consistently. 

We do not think the market is broad enough to fairly represent supply and 
demand, It is subject to rigging and the purchase or sale of a small number of 
contracts either way can make a wide fluctuation in price. 

A grower has made this statement, however, that the futures market has a 
depressing effect on the wool market for this reason. It is used only by a few 
top makers and others and there is such a small amount of trading that they can 
manipulate the futures market... They can use it to run the market down when 
they want to buy and to run the market up when they want to sell. 

One of the main contentions is that the market is so thin it doesn’t reflect 
supply and demand conditions. One of our observers said this, ‘When you try 
to buy or sell 10 or 20 grease wool or wool top futures contracts on 1 day’s market, 
you are going to do something to the cash market.” 

Such a small amount of wool moves through the futures market that it has 
long been felt that this is not a fair means upon which to judge prices and therefore 
it is inequitable to producers’ interests. 

My contention is that trading in the wheat and cotton futures exchanges ig 
sufficiently broad to furnish plenty of buyers and sellers, and this large volume 
tends to eliminate undue price fluctuations. On the other hand, trading on the 
wool and top futures exchanges is so thin that it does not truly reflect supply and 
demand, and unreal and unjustifiable price fluctuations result. 

One of the chief reasons why these futures exchanges behave as they do, which 
has been pointed ont on many oceasions, is that the wool and wool top futures 
market is really a very thin market when compared with the amount of /utures 
trading done, for example, on wheat and cottor. The physica! production of 
wheat is something over a billion bushels, but in the neighborhood of 4 billion 
bushels of wheat are traded in on the exchange. The production of cotton is 14 to 
15 million bales, but roughly 50 to 60 million bales are traded in the cotton 
exchange. However, trading in wool top futures range from 100 to 150 million 
pounds of wool top while the physical production of wool top exceeds 250 million 
pounds. Trading in grease wool futures has increased from 14 million pounds 
in 1945 to 195 million pounds in 1951, but our consumption of wool exceeds 700 
million pounds. 


3. Manipulation 


We cannot make a definite statement on manipulation as we have no access to 
futures trading records. The frequent shift of position from buying to selling, 
or vicé versa, would indicate that manipulation may be attempted or actually 
carried out at various times, 

There has been considerable criticism that the volume of wool handled on the 
futures market was'so small that if might lend itself to some manipulation. I 
feel that this is a place where perhaps the Government needs to investigate and 
see whether there is any justification for. our feeling. Certainly there is more 
chance of this in the case of wool than would be true of the grain market which 
has much more volume. 

I do feel that the market is too thin when compared to the futures markets for 


cotton and wheat, and it does lend itself to manipulation, and this has undoubtedly 
been done. 
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It is our understanding that not too many of the sheepmen themselves actually 
use the futures market. However, the expressions we have had from those sheep- 
men who have used the market and from western wool firms and mills are all to 
the same effect; namely, that the futures market is very’ definitely detrimental to 
the cash or spot market and also that the market is or can be manipulated. 


4. Appraisals of certificated wools 


The procedure of appraising certificated wool and wool tops tendered for de- 
livery seems to be about as sound as any being followed in our regular marketing 
programs outside the futures, 

I have no reason to believe that the appraised value of: certificated wool and 
woo) tops tendered for delivery is not truly representative of their market value. 
This may not always be true, but I feel that generally it would represent. the 
proper market value. 

I believe, generally speaking, that the appraised value of certificated wool and 
wool tops tendered for delivery is fairly representative of their full market value. 


5. Reasons for low prices 


The unusually low prices being offered for domestic wool compared to foreign 
wools are due largely to difference in: preparation. of foreign wools. .With few 
exceptions, foreign wool can be dumped directly into the machinery. Domestic 
wools must first be sorted, which requires a tremendous amount of labor and 
thereby, adds to conversion costs, In our opinion, this difference in price between 
domestic and foreign wool is due to our producers inferior preparation. 

It is difficult to give reasons why domestie wool prices, are so much lower.when 
compared to foreign wool prices, duty paid, less conversion costs. . However, that 
condition is passing rapidly and, after allowing for conversion costs—say 15 cents 
a pound—the markets are now quite elose together. One of. the reasons is. that 
the foreign countries had a greater need of wool than we have had, due to the 
necessity of filling a vacuum created by wars and lack of buying in the past. 

Next, the presence of our stoekpile or inventory of the CCC which now amounts 
to about 77 million pounds but which once amounted to considerably over 100 
million pounds, was an available source of supply for domestic manufacturers 
under the sealed bid sale basis by which the CCC has been selling these wools. 
And they have done a goed job. . That condition will soon be ever and we will 
have a free market for wool in whieh the mills will have to compete in the country 
for domestic wools. This will tend to raise prices. 

This is a “$64,000 question.’’ No doubt there should be some difference be- 
tween the price of foreign wools and our domestic wools because of the better 
way in which the foreign wools are marketed. The foreign wools come to the 
mills much cleaner, more uniform and the conversion factor much lower. _ I feel, 
however, that mills quite often take advantage of this, and perhaps make a larger 
point out of it than necessary. In other words, take advantage by making too 
great a difference in the price. I feel too that the presenee of the CCC stockpile 
wools have had a deteriorating effeet on the price of our domestic wools. It is 
my opinion there will be less spread between the prices of domestic wool and 
foreign wool when the CCC storage wools are cunagleteks eliminated. The Gov- 
ernment has followed a very orderly method of disposing of these wools in the 
past 12 months, but when the wool has been completely disposed of, I think the 
market will be in a healthier condition from the standpoint of the relationship 
of the differences in price of foreign and domestic wools. 


6. Recommendations 


I think perhaps you can get some recommendations from my first five answers 
for improving the marketing of wool, At the present time I do not feel that 
anything should be done to change the import duties on raw wool. The Govern- 
ment should continue to orderly dispose of the CCC wool stockpile. I am in 
favor of your study of the wool futures market because I feel that a more stable 
type of marketing can be done in the future by the use of the futures, providing 
we as marketing agencies can have assurance that the futures market is properly 
controlled and supervised to prevent. manipulation or other abnormal action. 

Our strongest recommendation is that some research will have to be carried 
on to change our method of preparation so, that domestic wool will be in a more 
comparable condition when the mill is ready to use it. 

It is, of course, difficult for us to make recommendations as to how any neces- 
sary correction in the operation of the wool and wool top futures market should 
be made. Our convention in 1952 recommended ‘that wool top futures trading 
be abandoned for the reason that top is a semimanufactured article.’’ If this 
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recommendation is followed it would, of course, tend to thicken the market on 
grease wool futures. 

The statement has also been made that when the futures market is lower than 
the physical market it has a very bad psychological effect on the various segments 
of the industry. It has an adverse effect on the mills and wool dealers. It also 
can be used to lower growers’ ideas of the value of their clips. 

It is ironic that here in this country we have the world’s highest market for 
finished woolen products and a raw wool market that is below that of foreign 
countries. 

Another comment from growers pertaining to buyer outlets is this. Competi- 
tion is down considerable to what it was years ago. There are relatively few 
dealers in the field today and hence we have lost competition. 

We ask discontinuance of the wool futures market on the ground that it does 
not reflect the true market picture and in too many instances acts as a depressant 
on the real wool market. 

With regard to the influence of the futures market on wool and wool top as it 
effects the producer, it is difficult to make a conclusive statement. It seems 
logical that where trading is done on a certificate or piece of paper that it will not 
be as effective on the market in price advances as when the commodity actually 
moves when traded in. The limited tonnage may have some influence, but we 
have never felt competent to make a decision. 

This psychological effect on growers has added a significance when consideration 
is given to the fact that in recent years a large volume of the wool has been pur- 
chased directly by topmakers and mills in the West. A few vears ago, practically 
all of the large eastern wool firms had branch offices located at various points in 
the producing areas. From these offices they sent their representatives out to 
buy the wool during the shearing season. Now more than half of those dealers 
have closed their western branch offices and we understand depend largely on 
employing buvers at various points during the shearing season. 

We feel that any change in permitting carpet wools more freedom in imports by 
changing the tariffs would be extremely detrimental. Over the vears, finer wool 
has gradually replaced coarse wool in the manufacture of carpets, and we see no 
reason why carpet manufacturers should have a preference over manufacturers of 
apparel. 

It is my contention—which can be supported by facts—that speculative trading 
in wool or wool top has never led the wool market upward, but in times of quiet 
or stagnant markets it has frequently led prices downward, That is just what 
it is doing today. Today the exchange spot price for a fine 64’s wool is $1.45 
nominal and the nearby December futures contract is quoted at 144.1 cents clean. 
Yet we all know that even in this very quiet market what little domestic fine 
wool that is being sold is bringing from $1.60 to $1.70 clean landed Boston for 
wools approximately the same grade as the exchange standard. Australian wools, 
type 78A 64—60’s free or nearly free is quoted duty paid clean landed Boston 
November 7 at $1.90. The price of wool futures being so much less than the 
physical wool, has a depressing effect on the wool market. It has a bad psycho- 
logical effect on buyers and sellers of wool. The result is damaging to our 
domestic wool-price structure. 


COMMENTS BY WOOL DEALERS 


1. Value of the market for hedging purposes 

I believe that the futures market certainly has its place and value to the wool 
industry, including growers, dealers, and manufacturers. Without having the 
facilities of the wool futures market to use, the wool business of necessity would 
have to operate as a speculation, rather than as a business. 

The wool and wool top futures market is very valuable for the purpose of 
hedging. Without the advantages of these markets, it would be very difficult 
to operate in the wool business without undue speculation. 

To a large segment of the wool trade, this market is very important and some 
dealer houses are basing the great bulk of their purchases on hedges. 

Think are of value. 

It would appear that the wool and wool top market generally the year round 
is of little value for hedging purposes. 

We note the silk market was closed. We think the same thing should happen 
to the wool and top futures market due to some of the above reasons and also due 


to other things that should be brought out in a hearing, if you are going to have 
one. 
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Referring to any other remarks, we would say that wool not being an exportable 
commodity, or a commodity that we have to import considerable of, should at 
all times be based on world prices and not domestic prices. If it cannot be done 
this way we would recommend that the futures market be closed because we do 
not think under any other circumstances than these that wool is suitable for 
futures trading. 


2. Size of the market 

In my experience, I have found the market broad enough to have trades exe- 
cuted within a reasonable length of time. 

Yes, one can buy or sell without undue delay. 

The market at times is very thin and it is impossible to make trades except at 
unreasonable prices and even then often with undue delay. 

Those of our customers who are using the futures market regularly seem to feel 
that usually it is broad enough to execute even sizeable trades without undue 
delay. 

3. Manipulation 


In my opinion, the market is not so thin as to lend itself to manipulation. 

As to the possibilities of manipulating the market, the opinion seems to be that 
this market, like any other market, possibly can be influenced for a few days, but 
hardly much longer. The opinion expressed by our friends is that any attempt 
in that direction could result in the manipulator getting badily burned. 

I think in the past perhaps there may have been times when there could have 
been manipulation. Think probably today there is very little chance of that 
sort of thing. However, some one always has an angle which they think will 
work, and they will try it out, sooner or later. 

At times we definitely feel that the market is too thin and lends itself to manipu- 
lation. 

It is particularly true this year that the market could have afforded itself to 
manipulation. If you will notice a wool futures chart you will see that the 
market was depressed starting in February of this year and continued to be 
depressed until about April. Wool at this time was strong in world markets. 
In other words, it was depressed during the time that the growers’ wool was 
coming on the market in the West. It would appear it was depressed so that 
these wools could be bought favorably by the topmakers. After April and 
continuing through May and June, after the wool was acquired at very favorable 
prices, you will note that the chart shows prices had a considerable advance to 
the benefit of the topmakers and at the expense of the growers. This could 
happen, has happened, and will probably happen in the future. 


/ 


,. Appraisals of certificated wools 

It is difficult to answer except that deliveries are seldom taken and if so the 
grades may not be satisfactory. 

The appraisal value of certificated wool and wool tops generally seems to be 
representative of the market. 

It would seem to me that the appraised value of certificated wool and wool tops 
should reflect the market value. Inasmuch as I have never delivered or taken 
delivery of either of the above-mentioned contracts, I don’t believe I am qualified 
to truthfully answer the question. 

Think the appraisal today is O. K.; wiil have to be changed later from necessity. 
5. Reasons for low prices 


Any time the Government agrees to carry part of the load on anything, they 
will have plenty of customers. 

We think the low prices of domestic wools are caused by the market being too 
thin and, therefore, controlled by a few at the expense of a great many people 
engaged in this business, particularly the growers and most of the manufacturers. 

Domestic wools normally will be lower than comparable foreign wools because 
of the cost of additional handling and preparation. Perhaps one of the reasons 
for the wider spread is because of the fact that domestic manufacturers may feel 
that foreign wools are too high in relation to domestice wools, rather than thinking 
in terms of domestic wool being low in relation to foreign values. This thinking, 
of course, would be the result of a price squeeze between cost of raw materials 
and the sale of the finished product. 


6. Recommendations 


Inasmuch as we must import considerable wool into this country we think the 
futures market should be based on actual market prices and we feel most of the 
time these prices would be foreign prices as we are an importing country. 
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Think the wool futures market will purify itself by necessary adjustments as 
time. goes on. I would not want to see it killed at the present time.. .The more 
people who use wool futures in their operations, the better it will be for everyone 
in the wool business. 

The bugs usually work themselves out of anything that is new or different. 
Most..of us want to continue to stay inthe same old rut and usually fight to 
retain that position. 

We also respectfully suggest that the margin be raised considerably. Some 
people are in this market who should not be in it, and they would not be in it if 
the margin was raised. | If the market is any good it should have a higher margin. 

We would suggest that all those affiliated with actual wool merchandising and 
top merchandising be divorced from any connection whatsoever with the futures 
market. We believe years ago the SEC found it necessary to do this, or Con- 
gress passed a law so that they had to do it in connection with the investment 
market. The same thing is true as regards the futures market that was true for 
the security markets. 

The natural law of supply and demand, without undue rigged interferenee by 
anyone, is the best method to improve any market. Wool is one of the commod- 
ities that enjoys a different position from any of the others in the country. We do 
not produce enough for our own use. If Government or anyone else who con- 
trols this commodity cannot handle it without losses, then there is no use to try 
on other commodities. The abundance of everything in this country and the 
give-away policy up to the present means deterioration to everyone, eventually, 
if not already. 

Inasmuch as most other commodity markets publish every day the total number 
of sales we should think the wool and wool top futures market would follow the 
same course as the other commodity markets. In fairness to all concerned this 
would show the public whether or not there was a volume trading or a limited 
trading. 

It is a known fact that considerable wool has been hedged that was not suitable 
for delivery to the futures market. In other words, we believe that stocks of 
grades of wool unsuitable for delivery, also scoured wool and noils, have been 
used for hedging. Of course, the operators that bought these stocks did so with 
the i¢ea that these stocks would be sold before delivery time. In some cases the 
stocks were not sold before delivery time with disastrous results. All of this 
created unfair competition for those who were handling these stocks in a legitimate 
way, that is without any hedge. A correction could’ be made whereby some 
individual who knows wool and who is connected with either the bank or the 
futures market should before a loan is mace for hedging purposes examine this 
stock and through his expert knowledge sign a statement to the effect that the 


stock is suitable for hedging and delivery. This would correct an abuse that is 
now quite prevalent. 


COMMENTS RY MILLS AND TOPMAKERS 


1. Value of the market for hedging purposes 


The wool and wool top market is indispensable to the worsted and woolen trade 
in the United States of America. Recognizing some segments of the industry find 
the futures markets unsuitable for hedging purposes, the large majority of dealers, 
topmakers and mills would find it extremely difficult to operate efficiently today 
without it. 

We are not attempting here to criticize the wool and wool-top futures markets. 
Maybe they do serve a useful purpose. We have not been able to prove it to 
ourselves, but we are only small people On the other hand, we feel that for the 
good of the industry, there should be more of us in every phase of the industry’s 
operations. If you only have a few dominant factors to buy your product, they 
can very well control the price paid, and_all this is reflected back to the grower. 

We believe the wool and wool top futures market is valuable for hedging pur- 
poses, since it allows a dealer or manufacturer protection against risks inherent 
in the rise and fall of commodities. We feel it has a stabilizing effect on the tex- 
tile industry and is.a very useful tool. 

As long as.it has been established, many concerns depend on the wool top 
futures market. The out is that buyers of cloth pay no attention to the market 
when it rises but. when it falls immediately try. to cut their buying prices. 

It would seem that there is a distinct value for hedging purposes, although it 
is diluted somewhat by changes in “basis.” 

We believe that there is great value in the wool and wool tops for hedging 
purposes. 
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For a small mill, there is not much value in the wool and wool top futures 
market hedging purposes; because, the market is not broad enough to follow the 
direct value of the actual raw material. 

In reference to question No. 1, about the value of the wool and wool top futures 
markets for hedging purposes. we are advised by our customers that hedging 
operations permit them to buy wool and have it combed during periods of poor 
business, therefore giving us an Opportunity to give our workers more regular 
employment. Giving regular employment to our workers is of the utmost 
importance, and therefore any means to attain that goal is of great benefit; in 
our opinion, the wool and wool tops futures market is helping us to do so. 

I believe there is a tremendous value in the wool and wool top market for hedging 
purposes, It is about the only way a dealer or a manufacturer can carry any 
merchandise without running the speculative risks of the market. In fact, I 
seriously doubt if the wool trade could buy the domestic wool clip without the 
hedging facilities afforded by the exchange. 

2. Size of the market 

We have had no complaints from our customers that the market is too thin 
and they seem to be able to execute a trade satisfactorily. 

In most cases, yes. 

While the market isn’t too broad, it is continuing to become broader and we 
think this phase is improving. 

In a smaller way, the market is broad enough to execute trade without undue 
dalay and/or price change; but this is not true when any great volume is traded. 

We have found the market very broad and satisfactory for doing almost any 
amount of business. I do not know the exact figures, but you probably know that 
the trading represents about two times the amount of wool grown in this country. 

Naturally, prices rise and fall in any market, but the futures market has far 
greater breadth than any other market place where wool or tops are bought and 
sold. While any market is enhanced in use by a larger volume, the futures 
market today has sufficient size for use to execute our buying and selling orders 
without undue delay. 


3 .Manipulation 


We do not feel that any firm, group, or individual can manipulate the market, 
if we understand manipulate to mean move prices either up or down in contra- 
diction to economic conditions. 

I do not think the market is so thin that it leads to manipulation. It would 
take a tremendous amount of money with the market going along with anyone 
to sway it noticeably. 

Believe this is possible by a large concern. 

It occasionally appears that this is possible within rather narrow limits. 

Yes, the market is thin enough to lend itself to manipulation. » Also, if one of 
the few large users of the futures market suddenly desires to change its position, 
it tends to thow the value of the market out of line with the actual material. 

We would say that from the very nature of the products traded that both 
markets are small and could be easily influenced. e feel that to the industry 
as & whole they are more apt to act as retarding and depressing influences, rather 
than being helpful. 

We do not believe that the market is thin enough to lend itself to manipulation. 
Wool and wool top is a relatively expensive commodity, handled in great volume 
and it would take a vast amount of money to manipulate it. Probably more 
money than would be available to private enterprise. 

We believe this, or any market, can be manupulated if proper restrictions are 
not placed upon by the authorities in power. 


4. Appraisals of certificated wools 


I think that the wool exchange does a remarkably fine job in valuing the certi- 
fied wool and wool tops. The exchange laboratory enjoys the best reputation of 
the three commercial laboratories in the country. 

There have been no complaints on the appraised value of certified wool and 
wool tops and we feel that they are truly representative of their market value. 

We believe that the exchange on inspection and valuation has done very well. 

The relative standards used in appraising wool and tops seem very high indeed, 
but it is not possible, within the inflexible appraisal limits allowed, to always. re- 
flect the actual premium or discount in the actual market, Conditions in the 
market sometimes make the fixed appraisal steps appear quite unrealistic indeed. 

On the basis of average certification, we believe wool and wool tops are fairly 
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representative of its market value. We believe the exchange has an excellent 
inspection and valuation system. Our firm and many of our customers have 
agreed to use the exchange inspectors as an independent arbiter for any disagree- 
ment involving commercial transactions. This is the best evidence we can give 
of its impartiality. Since the same system is used for the appraisal of wool and 
wool top tendered in the market for delivery, we feel it is equally fair to deliverer 
and receiver alike. 

§. Reasons for low prices 


There are a nu nber of reasons for the low prices for domestic wool as compared 
to foreign wool, particularly, in regard to Australian wool. For one thing, more 
care is given to the raising and breeding of sheep in most foreign countries than in 
this country, resulting in wools much more free of black-hair contamination, plus 
the fact that the wools are prepared for the market much better than our growers, 
resulting in lower costs of sorting and handling. 

Practically all domestic wools, the fieeces are rolled up and tied as is, while 
most foreign wools, the fleeces are skirted and bellies removed and packed separ- 
ately. This makes a difference in conversion from wool into tops of about 7 cents 
per pound. The difference in the grease price of Montevideo wools from Uruguay 
between skirted and unskirted is 4 cents per pound in the grease. Also due to the 
elimination of black sheep especially in Australia, those wools are more free of 
black hair and therefore, are of greater value in white and light shades. 

The recommendations the writer can make for improving the market is to put 
into effect every device that can make manipulation impossible. Believe that a 
representative committee of cloth, yarn, and top manufacturers should work 
with the governors of the wool top exchange and/or your committee to go into the 
phases of manipulation wherein the trade and the publiec’s interest can be 
protected. 

I do not have any recommendations for improving the market. The only way, 
to my mind, to make it more usable, for similar concerns, like ourselves, is to have 
it broad enough so that it may not be manipulated or thrown out of line in price 
by a change in position of a large user of the market. 

Competitively on the same day and same market, foreign wools of the same 
grade and staple will sell at a premium to equivalent domestic wools. The foreign 
wools are better bred, better graded, or sorted, and better packaged. They are 
freer from black hair, which is important in the manufacturing of fabrics. Due 
to their strength they can be combed and converted into yarn and goods less 
expensively than the domestic equivalent. Consequently, as is normal in the 
civilian market, they are selling at a premium. 

I believe the unusually low prices for domestic wool, compared to foreign wooi 
prices, is caused by the reason that domestic wools are not put up and classified 
and the money spent on these wools in the primary markets, as the foreign wools. 
Most foreign countries skirt their wool and take out the tags and put the wool 
in much better shape than we do our domestic wools in this country. The foreign 
wools are very free from black hairs. For example, if any sheep is seen with black 
in the wool in Australia, the throat of the animal is slit immediately, while here 
in America, wools with black hairs are very prevalent. These cause trouble 
when used for any light colors, pastel shades, and white, as the black shows up 
and spoils the material. Our customers pay much more for wool that is free 
from black hairs. 

In our opinion, this has been due to a phenomenon which we refer to as the 
hidden tariff. For most of our customers, the tariff protection approved by law 
has been entirely insufficient for the maintenance of our American living standards, 
in the North or South. Many mills have been liquidated, greatly reducing our 
collective capacity to consume raw wool. As the demand for domestic wool 
became less and less, it became evident that the only way to sell any appreciable 
amount of wool under the circumstances would be to work with the few remaining 
mills with respect to price. The difference between the lower prices for domestic 
wool which resulted and world price levels represents what we have called the 
hidden tariff. Its amount at any given time is clearly indicated by the relative 
prices of domestic top and generally similar Australian or Cape tops. Without 
this protection, there would be even fewer producing units left in the industry. 

It is our opinion that the loss of this ‘‘hidden tariff” protection, now threatened 
by the current squeeze on domestic wool supplies, will cause further severe 
liquidation in the worsted industry in the coming months. The serious social 
and economic effect of the loss of these jobs is bad enough; but the collective 
effect of this overliquidation of our industry on national security is another im- 
portant aspect which cannot safely be ignored. 
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6. Recommendations 
Our greatest problem today is the lack of mill customers for our products. The 
industry is in too few hands. As the industry’s records show, the mill liquida- 


tions in the past few years have been tremendous. The causes are many and 
will no doubt be brought out in your inquiry. 

It is an excellent plan for you to investigate this market, in my opinion. I do 
not know of anything that I can say to improve the operations of the market but 
if there is anything, I know the trade would be very glad to consider them. 

We do not consider ourselves experts enough to make recommendations for 
improving the market, other than the suggestion to have our growers give more 
eare to the raising and preparation of their fleeces for market. 

In conclusion, it would seem to us that there are two principal problems in 
dealing with futures which cause considerable confusion to manufacturers: (1) 
The effect, often of considerable magnitude, of the operation of out-and-out com- 
modity speculators; and (2) the relative thinness of the wool and wool-top futures 
market, resulting in the possibility of either accidental or deliberate manipulation 
of prices by a few relatively large operators. 

Our woolen and worsted industry should be given ample tariff protection and 
allowed to rehabilitate itself and to get out of a few hands and into the hands of 
many. If this was done, the growers would benefit by more competition for the 
wool they have to sell. The more people you have to buy a product, the better 
the price you get. Of course, the people byuing the product have to be able to 
manufacture it and sel! it at a profit. To do so they need to be protected from 


cheap imports manufactured from duty-free wool and at wage rates only a frac- 
tion of our own. 


We have no specific recommendations for improving the market. We feel 
that the futures market, by providing a meeting place for all buyers and sellers, 
has published reliable information to everyone concerning the price fluctuations 
of wool and wool tops. The users of wool and wool tops can minimize their 
price risks by hedging in this market. This reduces the cost of merchandising 
from grower to consumer, thereby contributing to the overall economic good of 


this country. 

Comments from grower organizations are generally somewhat 
critical of the futures market, particularly with respect to the size 
of the market and the alleged adverse effect of futures prices on spot 
prices. 

On the other hand, the few comments made on appraisals are all 
commendatory, while there is divided opinion on the value of the 
market for hedging purposes. 

Growers also feel that there is less competition among field buyers 
for wool. 

Many of the dealers to whom letters were sent answered that they 
were either no longer in the business or did not use the futures market. 
Dealers who answered, however, generally are divided on all questions. 
Some feel that the futures market is not only desirable, but necessary 
in the marketing of wool, while others feel that it offers little protec- 
tion. 

Other comments include suggested increased tariff protection and a 
recommendation that those affiliated with wool merchandising be 
divorced from any connection with the futures market. 

There are fewer critical comments on the value of the futures 
market from top makers and mills than from growers and dealers. 

One comment on the reason for the unusually low prices of domestic 
wools seems to be particularly significant. This comment refers to a 
“hidden tariff’ as follows, “‘as the demand for domestic wool became 
less and less, it became evident that the only way to sell any ap- 
preciable amount of wool under the circumstances would be to work 
with the few remaining mills with respect to price. The difference 
between the lower prices for domestic wools which resulted and world 
price levels represents what we have called the hidden tariff.” 








AppENDIX TABLE 1.— Wool futures: Volume of trading, Wool Associates of the New 
York Cotton Exchange, April 1956 
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— Wool futures: Volume of trading, wool associates of the New 
York Cotton Exchange, August 1955 


APPENDIX TABLE 2. 


{In thousands of pounds, i. e., 000 omitted] 


August 1955 


Contract month 




















Total 
October | Decem- | March May | July 1956) October | Decem- 
1955 ber 1955 1956 1956 | 1956 | ber 1956 | 
Ben 60 0L 0 eH 0 er" ei] 66 
oe 168 H 162 H 102 30 60 42 126 H | 690 
35. 78 102 90 42 84 a i es 
hin 102 90 0 18 36 — oe 306 
Beans . 24 42 36 54 78 90 60 384 
Saturday 4 d a és 
Sunday - -- — 5 aaai a “we San oi eid teva : oan 
Rigeice eee 54 78 36 12 8 | 3 24 270 
BW sceseben M 144 66 oe | 2. | 8.4 ST oe 
50. ca: Gene 54 42 18 3 6CU|téiKKSA; See 
ae i i 24 48 60 » | 0 0 24 156 
ican ; ‘ 42 138 Si 2 114 24 18 498 
Saturday _- . aol : Le <sdcndcloceiiikwe | eoicgtinasmeselibdiiog nod gnete 
Sunday --. s A ans pid acl a steht nde Siathos ‘ a 
Biea5-i 18 6 72 | 42 6 i360 |) 18 192 
Wi 5ci. 66 30 0 i iy 0 126 
97 «us 90 132 7% (| si te 66 48 | 432 
Wupxgcecak 36 42 m 0 | 320 12 6 138 
Wc aan 36 - it eae. ae te oe 0 6 | 306 
Saturday . , ee ees ee ee leno — a 
Sunday... Rous : bene ca hank abasnilacdeh bhai aes atin enste  neeleeaiie 
Wee scauck d 24 24 0L| 0 | 0 | 0 Bees 48 
De So 0 | ot im oL| 42 L 
Th eacucas ‘ Sil:t 16 Tf Se a 0oL} OoL| ow | Is 
25... , ; . | 2 | ei Rei mM 1s ie Tl cee 
Ds tieninisnk -| 3% | @ | 4# 0L ¢ Te te ae 
Saturday _- 4 | cise ns Bid c.csdcdaehiiiececeton calls apecciela a chatiaedlll 
Sunday - | .| 2 eens eee Abita Renitiendagcndd wostiiaandil 
ee 4. 2. 1. Soh a ae ee 48 252 
30. . 90 a: \ hae ee 108 120 6 570 
Sh aes 24 1500 |S 66 1 36 234 H 24H | 120 834 H 
Summary: | | 
Monthly total_....| 1, 200 1, 572 1, 074 648 =| «1,176 $46 | 1,002 | 7,518 
Number of days...| 2 23 23 23 23 | =” | oaee, wl 23 
Monthly averages_ 52 68 47 | 28 51 37 44 | 327 
| | } 





1 Switch. 
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AppENDIX TABLE 3.—Wool futures: Volume of trading, wool associates of the New 
York cotton exchange, October 1955 


[In thousands of pounds, i .e., 000 omitted] 
































Contract month | 
October 1955 | Total 
October | Decem- | March May July October | Decem- 
1955 ber 1955 1956 1956 1956 1956 ber 1956 

re ; -} eee paper 
iid telat es Woe éiin osm eae Sat ics toad Sodas ¥ Deca sntihinhedewinete eae aes Cys a 
DOREY 2<h evecec ans Bs | -ncnngcusupasgesucntinedih ae |-----2----|----- as 
Hii a Fle 6 a.) 0 0 60 
Sao. mieten 42 0 12 6 6 0 12 78 
ibe eens attains ainsi 130 0 6 0 6 36 12 90 
Giga; 55 cle tain cuca 180 138 H 18 30 24 6 6 402 H 
Tai Blea aon 36 24 60 18 30 12 60 H 240 
BY oh a ec enclhemene sd oss coinanctek cosh eld aavaiceh tc ok shia inks eee eee bans ik chi iad eae Glee eae a 
aa as a seul aadehnincaneeioe necks Mid acbitaleinnerd Bitte Seles 
Die ipithaniarentti | 12 24 24 24 6 0 12 102 
li cndt kre 18 36 54 18 12 6 0 144 
eee Bos inion sds won| renotnennal owsvoncenaisenitecsan Viiinitddieaen ee. 
ee 0 L 60 24 0 0 0 0 84 
DR oan 16 0 18 12 | 2H| 18 18 144 
Saturday --.----- Mdaneees ie ogime learqgoamdlansabanued athneaadbeswalee a ienlouaesatste 
Sunday--.-----_- it | : oe an SS cata vies Reresia tcl | - 
WRG sos brnsdpeccas 66 oL 66 H 36 OL 0 0 168 
i tcseccticpcscl. ae 18 | 54 6 12 0 0 138 
i tnhicwte mae eet 42 60 60 0 24 12 6 204 
OP ee8ecase-<ce ‘ 144 30 54 36 12 118 6 300 
Ose 120 | 36 18 6 6 16 0 192 
Saturday ---~-- , Scat eatin 0 * 
Sunday ----- intenbiae seed coacalits eal ial ales ca . 
36.=23, 246 H | 48 24 6 } 6 0 0 330 
WR eo su ctse ae Beco 6 0 18 6 0 0 30 L 
6.25 30 6 0 30 18 24 108 
55: | 42 24 36 36 0L 0 138 
Bie nian ccdaccespoaet OS 60 66 H 36 36 H oL 234 
Saturday.._..._..._- lendtiies cdaliven deena st vaebeinaag ii ace ii etetioe acai ee aera Matas S eeetete 
GaQ en... De eB el cashaibaes’ . : 
— hy. a LE ae 54 0oL 0L 18 6 16 84 
Summary: | 

Monthly total...._| 1,044 642 588 318 342 174 162 3, 270 

Number of days--- 15 | 20 20 20 20 20 20 20 

Monthly averages_ | 70 32 29 16 17 9 8 164 


1 Switch, 
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APPENDIX TABLE 4.— Wool futures: Volume of trading, wool associates of the New 
York Cotton Exchange, April 1956 


{In thousands of pounds, i. e., 000 omitted] 


























| | 
| Contract month 
a eS a 
April 1956 Total 
| May July October | Decem- | March May July | 
1956 1956 1956 ber 1956 1957 1957 1957 | 
MN so 5<.A5050 cad | ‘ Mei saci pew dbvnten ws dll ia:ia aimensecstanilenienalnaietiaemard 
iteatndniniantine a 130 24 12 130 0 0 0 96 
ee ee 0 0 0 6 0 0 0 6L 
, ! 6 12 12 0 0 0 12 42 
§ 8 ond ae 30 | 0 ‘9 | 0 0 6 108 
Oi —— Kccde ell 42 | 18 | 24 | 66 6 6 0 162 
| a el j Bb ska lake tlie band ise diies ini ll atl chick itis iieseh ea aa aa cieaacttataeth 
Sunday. -- . ‘ nied Te. =e ee obliga dicen oe 
Tena BSAA ae 48 60 6 30 0 0 0 144 
Me ehh ine ae 66 | 0 30 0 0 a 
| a ee <a oe ‘ 0 12 0 0 0 0 0 12 
Tee ibokaabetdsencen 6 54 60 18 30 0 6 174 
SE Rr, 144 H 24 60 12 42 H 66 H 378 
Gatiied....-. 2-42.28 — i acl onan chain ie Se Lee , eae ay AS si Ave ee 
I rn bcccdinans : é : heal nahi ates oli» sa atin oveliaitaatiidnisaallliendedeamdibias inesiecethcalll 
Wiiphtain chon acnuiia ,. Sed 54 6 0 0 42 234 
i asta cosine necnasecenclicigioet sana 42 78 73 6 0 6 228 
SNA pleco. ce sieve sabes hae ; t18 108 48 oL 0 0 0 174 
We bes = ce OL 24 1 60 0 0 0 234 
2.65 aesall 102 60 132 H 1222 H 1210 H 0 16 732 H 
Saturday --- bickoal LE Ss clmedelpate paleo ahn mits pid tke ate sy deb aon Crean eens sale aiesiieledies calito 
Sunday ---- eae She. ae PDE sn Bian Abin dlls dicannnniccaane 
/ ee ; 108 42 18 60 36 0 0 264 
NE otitis scat en 30 30 6 18 124 112 324 
We bihes sabe ee 30 54 12 18 0 112 0 126 
wade. lamas 30 2 45 66 18 0 16 | 210 
SME nce ane Boke OoL| '6 oL 78 oL 0 6 90 
Saturday now ccc acedhnonsdiuniedbeehsdheeedliienodendinshodkansaie dhs -ediipcinclinpieainnn bebe 
SEEN so eutin tho ncdedloceue ee = «6 dobiinine Uhammipbkiry oh s-sndllknpa dhe cess eliniadimnsaine: eam 
Ci asvanannensnnaeeisal 30 36 72 6 18 OL OL 162 
Summary: 
Monthly total___.. 930 954 654 864 354 84 168 4, 008 
Number of days... 21 21 21 21 21 21 21 21 
Monthly averages -| 44 45 31 41 17 4 8 191 





1 Switch. 
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AppenpIx TaBLe 5.—Wool futures: Volume of trading, Wool Associates of the 
New York Cotton Exchange, June 1956 
[In thousands of pounds, i. e., 000 omitted] 
| 
Contract month | 
June 1956 | | | | | Total 
July October | Decem- | March | May | July | October | 
1956 1956 ber 1956 1957 1957 1957 1957 | 
reniientiinteencian . sans daninesienmenenntte ene Iain a omeancemeeesl 
a — 24 0 | 24 0 | 0 0 0 | 48 
Saturday WK. a calhnan dic acsets cclle Te EIA 
Sunday i aoa i anon isnockannie 
4. 18 12 16 0 2 0 0 48 
G..% - 30 | 36 | 18 0 0 0 0 | 84 
6..bii. 60 6 | 36 118 | 0 u 0 | 120 
Pose ck. M...<—cak 24 1 36 12 = 0 | 186 
on... a 96 a4. 0. eRe eee 
Saturday a) a ea ee | tk is arises cialieessaie i cates 
Sunday. bi ecak tn cide Lh ae sn hii cale ‘ Fi pil aseieadaialcii ine Ree 
a4 Si OL 18 \L | 0 18 0L } 0 36 «L 
1Dik j 48 48 | 42 48 o | 8 | WH ge 
1.2%. 78 OoL 84 0L | 3 18 0 180 
PR Sock cnt | 90 48 60 18 24 66 | 0 306 
45:. 324 H 114 | 90 | 48 18 108 H | 0 702 H 
Saturday 3. j Je cndbcaeenlho = ciihomedis asin ctl ne ctl asllacadlialy po aeaiak cesta scion 
Sameey. tc: i i eetheonde es ith acid Sea T 
el bisaccets ae 72 72 30 6 12 36 } 0 | 228 
19... a8 | 66 ee 0 5 | ee 
i % | 1322H| 0H 78 0 - -t..8 } 1a 
- eee eer 42 | 60 ae ey ee ee 178 6 204 
ve . 108 6 30 } 30 12 | 54 0 } 240 
Saturday ee Aiea ‘ — sealant ee bcngegpeeee 
PUGET 6.55 eka epsilon i S cicll hs idl ose dose PRE en a5 i nentenenivlecstuiiae 
25... b : “ 174 60 42 8 H 6 | 18 | 0 | 384 
. wae . J 138 60 72 } 60 12 | 42 0 | 3x4 
27.0% F 42 18 46 | 38 | 42H] 2% Cit mee 
a 30 | 90 24 36. .| 0L 18 is... |. ae 
Wont desc 96 60 24 e158 18 OL| 246 
Saturday_-_-.._-. ---|----- j seh bhccs tte ccd sad imines Scie amie $i 
Summary: | | | | | 
Monthly total___..| 1, 638 | 996 | 1,062 576 | 192 ; 528 90 5, 082 
Number of days---| 21 21 | 21 21 | 21 i 21 | 21 21 
Monthly averages-| 79 | 47 | 51 | - 3.33) 3° 4 242 
' | 





1 Switch. 
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APPENDIX TABLE 6.—Wool futures: Volume of trading—Wool associates of the 
New York Cotton Exchange, September 1956 


{In thousands of pounds, i. e., 000 omitted] 





Contract month 











September 1956 | | | Total 
1956 1956 De- | 1957 | 1957 | 1957 | 1957 1957 De- 
October cember | March | May July October | cember 

Saturday r agin’ ne ee cae al en 
Sunday----. ; Z 5 ’ . Sa = " " he 
Holiday * ae be 4 =) ae ae ‘ : , 
4. ae , 30 30 42 L 12 0 0 0 114 L 
6.2 on OL “a 78 OL | = 6 il 0 174 
6 ‘ 18 126 | 9 3% CO Sei O\4 7) o | | ae 
7 96 | 204 H | 66 | 102 12 36 0 516 
Saturday Dados : Shad acl BOE occe | an dine a 
Sunday-.-- ; i. ita j oo = or 
10__ 90 162 | 2238 H 4 90 60 0 744 H 
11 18 St 90 90 24 0 | 0 306 
12. ' al 138 138 168 12 132 H 36 | 6 630 
13. 5, d 24 162 162 42 s4 0 0 474 
14 , 36 108 150 o | @ | is | 30H 498 
Saturday eo : ‘ 4 a dae su dt 4 et is ahiie 
Sunday---- Sos] a eth a . . 
17. 72 198 114 | 54 | 108 | 30 18 594 
18 Sinon 42 | 2 we: me S toe 0 240 
19 12 a ee. hae os oe le 6 | 444 
90. 144 H 46 15 Ms 1 Me 36 o | 0 | 504 
21. ; 102 | 168 =%| @ 42 6 ei 0 | 384 
Saturday -- , ; hada = ein ‘i ead . 
Sunday - --.---.-- . ‘ . - . gan dineew nessa 4 lone --450chn sae 
M4. a _ 108 78 174 | 108 OF | 24 12 558 
25... 6 3 | 10 | mH] #& | 6 | 18 | 37 
Bi ws -2% ; 6 78 | 276 | 60 |} 114 60 H | 0 594 
27. ; 6 | 72 | 12 | 4 S| @21° 22720 8 
28 ail 2 | w@L) 36 CY 0 L | OL | OL; 150 
Saturday ‘ te bese alle Sealed ie lied tad sn hebaste 
a on wdc at cs ain aes acess ance aca | | we 
Summary: | } 

Monthly total.....| 960 | 2,076 | 2,490 |} 1,026 966 3360 | «(1M |s7, 968 

Number of days-__| 19 19 | ms i 19 19 | aan | 19 

Monthly averages. | 51 ma t 54 51 | 6 | 419 

t } ' j 
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APPENDIX TABLE 7.—Wool-top futures: Volume of trading—Wool associates 


AI yril 1955 


| de 

Saturday 
Sunday... 

Cefn 

ae 

6... 

Poon ss 

Holiday . 

Saturday 
Sunday -.-.- 

3 ee 

Biinieees 
aS ; . -| 
Siti htca: ceconnie 
15... Ri | 
Saturday --_- 
Sunday-..-.._-_- 

Weone 

19 : aaa acute 


eh tase ade bles 

Saturday _- 

Summary: 
Monthly total__-_-_-| 
Number of days--- 


Monthly averages. | 


1 Switch. 


New York Cotton Exchange, April 1955 


[In thousands of pounds, i. e., 000 omitted] 


Contract month 





1955 1955 | 1955 | 1955 De-| 1956 1956 | 
May July October | cember March May | 
60 35 5 145 20 60 H 

5 40 BB 35 25 0 
55 125 80 50 | 0 0 | 
40 100 75 | 10 0 | 0 | 
25 5 25 10 0 { 0 } 
cs 

150 145 110 70 40 0 
60 - |. oe 25 10 16 | 
115 275 H | 130 165 10 50 | 
105 9% | 45 x 10 = 

45 75 15 25 25 0 
cn | 
3 60 | CB 7 |} 10 125 OL | 
Lit WS he a bb a 20 2 «| 
125 55 OL 20 0 35 
40 5L 45 5 L | 0 5 | 

70 45 135 55 15 35 
50. | . tc oa 45 | es 
%6 | tt |) @ 6 | oO 40 | 
370H| 270 | 80 | 30 OL 1 | 
130 «#6=|~ #65 170 H 10 ~=6| )«€6°‘66H 50 | 
95 | 105 | 140 165 H| 35 mB | 
— — | ——<— | — | “| ———__— a — — —— vy 

1,720 |1,735 | 1,360 | 1,090 | 320 385 
> |. -_ ft 20 20 | 0 | 
86 88 - i ee fam 19 | 





1956 
July 


0 


0 
10 
20 

0 


0 
0 
50 
120 
30 


= oO 
cn op 


“It 
Anou 
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of the 


Total 


325 


210 
320 
245 

65 


| 

515 
| 275 
795 
480 
215 


210 
| 150 
| 235 
135 
| 430 


L 


H 


| 200 


|} 230 


| 630 
| 575 
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APPENDIX TaBLE 8.—Wool-top futures: Volume of irading—Wool associates of 
the New York Cotton Exchange, August 1955 


[In thousands of pounds, i. e., 000 omitted] 


August 1955 


| 





sorry 
3 
4 


Ge dtu 
Saturday -- 
Sunday 
Seats 
Wik. 
13s. ; : | 
12__ 
Saturday 
Sunday 
15... | 
16. 
17. 
18_ 
Wes. - 
Saturday 
Sunday .. 
Ti wowead 


Bob . 
Saturday ---. 
Sunday -.- 


Summary: 
Monthly total. 
Number of days. --| 
Monthly averages. | 























Contract month 
oe | ~ | Total 
1955 | 1955 De| _ 1956 1956 | 1956 1956 | 1956 De- | 
October | cember | March May | July October | cember | 
| a | Ferme 
40 1 | 175 sete el 5 155 
395 H | 300 | 190 110 | 95 30 40 1, 160 H 
95 215 | 135 50 85 10 70 H 660 
130 310 | 140 55 35 70 40 730 
60 125 | 2 6] Oe | 0 45 330 
SE caiiheiceliers LE. penn SithinkicasdeeLcendiliae tiaaagins ailaaasiiee 
Oi ti te 5 0 15 30 235 
115 345 H | 200 105 210 50 45 870 
15 | 140 20 30 85 15 20 325 
55 | 185 175 80 50 50 50 645 
60 | 40 | 60 35 130 «6«| (55 30 510 
| a sas oa he ceva belie clad on cy tin I en wis ho ae a a eis ndndne ts 
- - : -- -- - ' - 
30 10 40 15 is | 8 H| 0 195 
3 | 4% 90 7 eLi.—e 0 265 
145 | 155 165 40 170 | mr | 0 695 
30 | 80 35 30 65 0 0 210 
70 | 70 5 80° | 85 0 355 
oobiien ~+}--.- Labocewhe « ———— 
1390 | OL] 20L/ OL te 0...) rea 
155 | 2115 | 2195 25...) ....10 0 0 485 
s | ms 90 1995H |} 115 | 5 5 550 
30 =| 195 195 165 1890H | 55 15 835 
40 60 25 35 Ovi) 5 220 
ns fiiccalinies ee te nea 
315) .-.}. 18 hoe 105 S14. of 0L 580 
1S LS i ee 130 | 30 10 385 
55 2155 | 20H} 90 55 | S80 10 745 
uw i es pa ge ge ; =a Kk Ss ee 
1,785 | 8,165 2, 415 1, 305 1,535 | 640 420 11, 265 
23 23 23 23 2 2 23 23 
78 | 137 105 57 67 28 18 490 


1 X-Pit. 
2 Switch. 
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ApPpENDIX TABLE 9.—Wool top futures: Volume of trading Wool Associates of the 


New York Cotton Exchange—October 1955 


{In thousands of pounds, i. e., 000 omitted] 






































Contract month 
| | 
October 1955 | l | Total 
October | Decem-| March | May July | Oetober| Decem-| March | 
| 1955 ) ber 1955) 1956 1956 1956 1956 | ber 1956 | 19571 | 
| 
Se a ecu . wn errors 
| 
Saturday. -_..---- Chk td le a ee |. as 
Sunday...-......-- |-------- avigde aakind BE bce sonn nw Minis bi [owe ; = ; 
Sei ...|| 0 55 | 95 | 60 30 20 ler § | 265 
eS ee bic if 5 | 50 | 45 20 | 0 | 0 | 120 
S25... bss 0 | 35 | 50 } 2 210 10 5 |} 135 
Divitimiindacsiesimnnd oe | 5 | 35 10 | 130 H 10 we | 190 
a 6.4. SS 25 S. dos 0 a : | 85 
PNG te ee tee A te i . ‘ 
SS benthic Lema cbicn tos SE Mic adhe ink dll icine “Ee kT | oe Se oll 
a Men 0 5 | 30 90 | 85 0 0 180 
Tee. ok ke... | 0 0 OL 15 | 25 0 0 aoe 40 
Holiday -._..----- : 2 BOR... ee ets 5 aoe pe Re ee | ee es L 
PO ictbmdd aoeoucns z= 105 | 155 H 25 i. 0 i 10 se 340 
14.-----..---------| 0 | 135 | 130 15 40 5 10 0 335 
NS a occhicmnas bt abt Miia hsccnchtbntengecasbb tives acsalbase - 
eS, RE ES BE Rah AG edie be si -. ‘ 
eee ig ocala OH | Gti) 6 uw wb 10 0 fed 0 210 
Ba OoL}; 2 40 5 0 0 i} 0 | oO 65 
PRM oad Miniauts i eee 35 70 30 Ss mei | ss 270 
NR ricidiancwacpnkt aan 95 65 5 a : | 15 . 230 
| OA aS 50 40 10 85 0 0 1 a. | 185 
ON Sok cc tome Sim.’ A Dhabi aS atdno bee anid bite ok one a beaks i> anipeceae tle 
PNG in aS non] smaseke deh MESS cata DELS - 4.5. cee eco ees kcal ‘aiperrne* 
PEE sada.) Ch | BO 15 wD w@ 1 tO 68 25 H 225 
ae as a 215 75 0 0 2 25 0 200 
Pia diced scd onda 90 85 85 0 0 80 H 0 340 
Wii as cindiacsacatiobnss _.-| 140H | 85 125 H| 65 20H| 45 15 495 H 
Dit denbbhesncbeceseeetnl 100 25 0 0 0 10 10 105 
Saturday -....--..-- atinewae bn dicim RNs dicen nll Shes nto. tdi chads J ae eer 
ee) o+---|-------0-]----~--20]---~~.----]------- 2 a Se --- 
Ohad ot... . |... OL S$ o| (OL 6L iz OL oL | OL! 5L 
w7“u—_oeo——_—— ee oo os eee oo ee? | —_—_—_—! 
Summary: 
Monthly total....| 300 1,115 995 | 820 455 an a 4, 020 
Number of days..| 15 | 20 20 20 20 20 20 13 } 20 
Month averages... 20 | 56 50 41 23 4 10 5 |} 201 
| | | 





1 ae 1957 future potentially open Oct. 3, 1955. First trade occurred Oct. 13, 1955. 
2 Switch. 
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APPENDIX TABLE 10.—Wool top futures: Volume of trading wool associates of the 
New York Cotton Exchange, April 1956 


{In thousands of pounds, i. e., 000 omitted] 





























| 
Contract month 
} | 
April 1956 | | Total 
May July | October | Decem-| March | May | July 
1956 1956 1956 ber 1956 1957 1957 1957 | 
1 ae Ty ew 
Suntity..1..-<2i<.... aks adn eeeaceee cneRiicasaSbeSelichannd iedoliuacct | aes a, pene 
ea od OL | 0 5L | 0 . 0 0 : | Js L 
x. i intecancbhees 40 10 45 0 0 40 135 
Ant ch Bcibcacses 75 | 80 45 10 0 125 20 H 255 
ae ES ee 60 | 30 | 50 9 | 30 0 0 260 
6a nnn nnnnnnne | 230 H | 26 H| 10 30H | 135H | 145 15 1,110 
Saturday.-........... selves ee a ae) ae ee a | a en Se ae | 
| See } AEs arid ton nihins dt antiiinnlteibendel Lee ebvedcdiccn tinea 
Bot tet a 65 1 BB 95 ee 435 
eo eenangaed 35 | 90 | 195 H 85 10 30 0 495 
ae iccicccsteccot] Sa 35 75 10 10 5 285 
ise carci! ae. on 125 95 80 5 0 500 
OP Bete eck huccece 25 | 60 | 100 100 75 0 10 360 
Saturday...........- |---<s--~ $]nasiiaees dicqntionss| siekee~= 2 | sdaddiqudejleactipiccsslsaaqancecs loonie} 
ED cdncchihitasalowsdiities 
See ee 30 
OP sosmdiaiedeccect 65 
pT ee a ee 145 | 
SB ae Ee chkcudded 55 
oe... eS ae 
Saturday-......... es 
tet oc ica cced | ; 
3 | a 
MM ston na sweead | 85 
WEG cccdiwstdiadeaa = i 
xktcncco sehen 30 
27 deena anantenaaes 20 
ING sacs Gls ccd ledndanesse eae ptdiblcond easton | nedinlecsd+<ndiiucots ipeesincweelonctiinall 
GURY 25 555 ea 5< 528 ee ee ee eee | ee ee ee loctiiins «4 a Geivescbloncetinahen innate 
Wen oo cnwccciccs we). ae ae 78.3)... Me OL OL 400 
4 = SS penne a 
Summary: | | 
Monthly total ---_- 1,645 | 975 | 1, 680 1, 480 | 875 | 295 85 7, 035 
Number of days... mi) oa fe ae 21 | 21 | 21 21 21 
Monthly averages --| 78 46 80 70 42 14 + 335 





1 Switch. 
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AppENDIX TABLE 11.—Wool top futures: Volume of trading wool associates of the 
New York Cotton Exchange, June 1956 


(In thousands of pounds, i. e., 000 omitted] 
































Contract month 
June 1956 | Total 
July October | Decem- | March May July | October 
| 1956 1956 ber 1956 1957 | 1957 1957 | 1957 
comm a — | | | 
ee Wiss 0 oL 25 an S fps: -f--—58 125 
Saturday all ‘ pee site Be 5 Cieerr ij hl aiewenseed ss . . 
Sunday. --G ; tows 5 és teeaies ny 
ES EE Re OL | 35 5 L | 0L | 0 oH 40 L) 40 L 
Bee ea anseousct | 15 85 50 | 40 25 0 | 0 215 
Gist es ae 60 40 90 15 0 0 } 0 205 
Veetipaiacccetessc, 10 30 56+. Te RR 4 --- Re 9 0 130 
a <rssds% 80 20 115 aa eae oO | 0 225 
Saturday peek elaine lense | ; Re Se. awn marae 
RE aS nal oad naa Sentenced eee sg ia cal dai Ree nevi 
nS. ivan |e 35 15 10 25 35 | 0 130 
eee isn : ‘ 40 100 50 35 40 15 5 285 
ees nk ued 65 85 165 185 40 80 H 5 625 
5 2 pauasne 185 175H| 20H 370 H 30 30 | 0 1,070 H 
ieeecsacceggs.s3] 8 160 215 265 75 2 | #10 «| ~~ 880 
Saturday -- Pac cag isons dpe ntehigees tins athea lie mate aoad 
Sunday. . AEA | FER 5 wa dase nen aodee en ie ate ‘ a A 
18... Ses 40 145 110 | 200 1 | 60 | 0 570 
) AS ad 60 | 130 220 80 25 15 | 0 530 
us: ‘ 50 120 90 135 50 | 30 | 0 475 
Ne -| 40H | 35 | 10 20 0 S.-i 0 305 
te ey ie ae ie 105 70 o—+.-3-}. 6 280 
Saturday S = i ; hinketl 
Sunday - Seanad pieewen dl en eect sae | aakdea eed bows 
eis. does ke ns 170 50 130 130 | OoL; 30 | 5 515 
Mons pean med 145 150 120 155 150 H | 50 | 15 785 
a = | %5 70 35 125 mw i Ba 0L 320 
35... =a pase 75 155 105 185 15 | OL 50 585 
at Ee LerssFes 50 115 145 175 30 i 15 70 H 600 
Saturday ------- -| ad - oi 
Summary: | 
Monthly total_....| 1, 565 1, 780 2, 135 2, 285 545 410 175 8, 895 
Number of days.-- 21 21 21 21 21 21 | 21 21 
Monthly averages. 75 85 102 108 26 20 S 424 
\ 1 
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APPENDIX TABLE 12.—Wool top futures: Volume of trading. wool associates of the 


New York Cotton Exchange, September 1956 
{In thousands of pounds, i. e., 000 omitted] 





























| 
Contract month 
September 1956 | l | | Total 
| October | Decem- March May July October | Decem- 
1956 ber 1956 } 1957 1957 1957 1957 ber 1957 
Tees -. Ce ay. on Te coe 
Saturday- inwitionans hemeerecai i cicecticiwnBosodesent wowennentniasndbaaeee 
Guamay.........s41.. alencwe mst ctioeec lcplerosboaelin Avetons abe | cweeoerersivieos iamupinionsinall 
Holiday - |- etwas ae ee anne oan Ssihs 
Teco | 35 35 66 | 0 40 5 0 175 
Gees 25 25 25 L 55 20 25 0 175 
Dib daanadcsenahalte 50 35 45 20 OoL Oo | 0 150 L 
Cibbetokcccccceseeen | 125 155 260 60 25 20 0 645 
CNOA. «int bbws fanssa<s5< | dooce aldinctncwse|evesbabomelscecewedneipelanessio muawnet ecoeh itl 
Sunday..........<. nest a a 
Dee ite sone 90 160 170 | 75 60 5 0 560 
ae 90 110 200 110 25 35 0 570 
Mi ciehsbssieeieiiiaeins aati 90 30 } 125 OL 50 oL 0 295 
Wied 40 180 220 100 130 H 30 0 700 
Mixetes 4 65 115 180 85 50 25 0 520 
GY «6a Sonne 3. cece nnfooeccadens th encusceelecnvasetel bs cncanangaeneasuaagey ie panaanen aS. 
SE ip cnekinninaion banana n a wef nnn nnn nnn fen n nnn nn nn lewnnncnnnn fe nnenencnnfecnnaancen|neses sicecectsiieadoemvthaiiniiai 
es ahiciasanetes | 100 25 L 215 150 H 45 20 10 565 
DG Masses becice 95 115 145 40 65 10 0 470 
Wie 55 95 120 25 20 20 425 
, CSS eae ees 95 30 270 50 65 7 0 580 
Te ddindwcachuawts 260 H | 185 H 115 100 40 75 0 775 
Is idndbennncakensuksaguahesubenas 
Sunday......-.-..-.- 
i ctrinniinnnickaiaiiie 
Winn akasnanewthacse 
2, ukkivhcns dnaelell 
rene eae 
Tin tinecncesgcuties 
GT nnn 5seudas 
Sunday....-..-....- 
Summary: 
Monthly totals....| 1, 400 1, 680 2, 905 1,390 905 565 60 8, 855 
Number of day-._- 19 19 19 19 19 19 19 19 
Monthly averages. 74 86 153 73 48 30 3 466 
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APPENDIX TaBLE 13.—Wool: Contracts settled by delivery as a percentage of open 
contracts at the beginning of first notice day, March 1956 to July 1956 





Open con- Deliveries a 
tracts at Contracts | a percentage 
Futures beginning of | settled by of open 
a notice delivery contracts 
ay 


Thousand Thousand 
pounds Percent 
102 
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DIOS. cdbeundennalineas si dill mada serch orescence co 
March... ._--- 
Diam. ....... 
July... 
Average 
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APPENDIX TABLE 14.—Wool tops: Contracts settled by delivery as a percentage of 
open contracts at the beginning of first notice day, March 1955 to July 1956 


Open con- Deliveries as 
tracts at be- Contracts | a percentage 
Futures ginning of settled by of open con- 
first notice delivery 
day 


Thousand Thousand 

pounds pounds Percent 
March. ; ot al aise ; ~.tel.. 1, 005 50 
May : : eer Dit iat 2, 390 645 
July... ; i ‘ nai sania aaabditdl 2, 325 , 435 
October __. eal os Sieinapaiedntateadiiciadid 975 700 
December .____- — Soa SenUwaet 1,375 900 
March... ‘ ; ; dant 680 300 
May...- Ska Bb. .k WA coh no nbbititla den otitie 700 305. 
Fania ; i wdt ds aah 965 200 
Average _ _- Sereda 4 ; SR owns i 1, 302 567 


5.0 
27.0 
61.7 
71.8 
65.4 
44.1 
43.6 
20.8 
43.5 


APPENDIX TABLE 15.—Deliveries as percentage of open contracts at the beginning 
of first notice day, for selected commodities on principal markets, crop years 1952, 
1953 and 1954 


Deliveries as percent of open 


contracts 
Commodity Market 


1953 


Potatoes- - --- ....| New York Mercantile Exchange--.--...------- 
Wheat | Chicago Board of Trade 

Minneapolis Grain Exchange 

Kansas City Board of Trade-- 

Chicago Board of Trade_- 
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Soybeans........-..- 
RR osc nnen New York Cotton Exchange - 

New Orleans Cotton Exchange. 7 

Wool tops..--- Wool Associates of the New York Cotton Exchange, 


~ 
ad 


HK Snwnworoowow 


FENESBoRS 


28 
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= 
a 
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Inc. 
Ds ndin aces Chicago Mercantile Exchange... 


1 October 1954 through August 1955. 
Source: Commodity Exchange Authority, USDA. 
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